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Prosperity Waits Upon the Farmer 


By BERNHARD OSTROLENK 


[Dr. Ostrolenk spent the past Summer 
traveling through the farming regions 
of the United States in order to study 
the plight of the farmer at first hand. 
In his observations he brought to bear 
the training of an economist who has 
long been a student of the problems of 
American agriculture. ] 


‘ie immediate return of American 
prosperity depends more than 
anything else upon the rescue of the 
farmer from the economic disaster 
which has overwhelmed him. In ad- 
dition to the 30,000,000 people on 
American farms at least 50,000,000 
more are engaged in supplying goods 
and services to them. If the pur- 
chasing power of the farm popula- 
tion falls, the effect on these other 
millions is felt quickly. When one re- 
calls that between 1920 and 1932 the 
annual purchasing power of the agri- 
cultural community dropped from 
$16,000,000,000 to $5,000,000,000, it is 
unnecessary to search further for one 
of the important factors in the pres- 
ent economic crisis that has paralyzed 
virtually every one of our industrial 
activities and brought poverty and 
despair to the cities of America. 


Today the farmer is unable to pur- 
chase new tools and implements, auto- 
mobiles and furniture. He has ceased 
to improve his buildings, make repairs 
or replace his equipment. Where once 
his needs galvanized into activity 
mines, mills, factories, financial insti- 
tutions and transportation facilities, 
today these enterprises are largely 
idle. The purchasing power thus lost 
is equal every year to the total war 
debts owed by foreign countries to the 
United States and is twice as great 
as the total exports from this country 
during the years of prosperity. 

Since the war the plight of the 
farmer has become increasingly seri- 
ous. In 1920 the Fordney emergency 
tariff was enacted supposedly de- 
signed for the special assistance of the 
farmer. A year later the farm bloc 
was organized in Congress, and as a 
result there followed a series of meas- 
ures relating to cooperation, rural 
credit, regulation of packing houses 
and stockyards, control of commodity 
exchanges and freight rates. A num- 
ber of minor acts were passed and 
commissions were appointed to inquire 
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into the problems of freight rates for 
agricultural commodities, credit from 
the Federal Reserve Banks, and the 
general agricultural situation. But as 
the farmer found his position no bet- 
ter, a definite farm relief proposal, the 
first McNary-Haugen bill was intro- 
duced in Congress in 1924, designed to 
make the tariff on agricultural com- 
modities effective. The bill, however, 
was defeated and a similar fate met a 
revised McNary-Haugen bill the fol- 
lowing year. A third edition, intro- 
duced in 1927, was passed by both 
branches of Congress, but was vetoed 
by President Coolidge. A fourth bill, 
only slightly modified from that of 
1927, passed Congress in 1928 and 
again was vetoed. 

In the Presidential campaign of 
1928 agricultural relief played a prom- 
inent part and the Republican nomi- 
nee, Herbert Hoover, promised to call 
a special session to enact farm relief 
legislation. Mr. Hoover’s election was 
followed by a special session of Con- 
gress in the Spring and Summer of 
1929 at which the Federal Farm Board 
was created and the Hawley-Smoot 
tariff enacted—both intended as agri- 
cultural relief measures. But the con- 
tinued drying up of foreign trade, the 
continued fall of farm prices, the rapid 
shift from farm ownership to tenancy, 
the disappearance of farm credit and 
the growth of poverty in the agricul- 
tural regions are conclusive testimony 
that the fundamental farm problem 
remains unsolved. 

It may be argued that there was 
industrial prosperity during the ten 
years from 1920 to 1930, in spite of 
the fact that the farmer was not mak- 
ing a profit, that his earnings were less 
than half of what was paid to un- 
skilled labor and that he was receiving 
no interest on his own equities. Some 
may deduce from this fact that indus- 
trial prosperity is not necessarily tied 
up with that of the farm, but it should 
be pointed out that farm purchasing 
power and farm prosperity are not at 
all the same thing. 
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During this decade the farmer made 
no profit on his gross sales, but his 
purchasing power was large when 
prices were reasonably high and the 
foreign market absorbed his surplus. 
The farmer paid out his gross income 
for interest and taxes, for equipment, 
labor and the cost of freight for goods 
to and from the farm. Though he had 
little left for his personal needs, his 
purchasing power was an important 
item in the industrial activity of the 
nation, It made little difference to the 
country as a whole whether this pur- 
chasing power went for taxes or for 
the personal needs of the farmer as 
long as it remained high. But the situ- 
ation has now changed. The remedies 
for the farm problem that seemed un- 
economic when they aimed to increase 
farm profits artificially have a differ- 
ent justification’ from those that pro- 
pose to restore purchasing power. 


Because of the nature of new farm 
relief legislation under consideration 
it is highly important to point out 
that the farmer attributes much of his 
trouble to the drying up of his foreign 
markets as a result of two tariff acts 
—the Fordney-McCumber act of 1922 
and the Hawley-Smoot tariff of 1930. 
Both tariffs, demanded by industry, 
led the farmers from one price catas- 
trophe to another as their foreign 
markets disappeared and as the cost 
of production was advanced by the 
artificial industrial prosperity en- 
gendered by these tariffs. 

The plan for farm relief that makes 
the strongest appeal to the farmers 
at present proposes to make the tariff 
effective on agricultural commodities. 
In this regard it is similar to the Mc- 
Nary-Haugen bill, with its equalization 
fee, which was rejected because of fear 
that production would be unduly in- 
creased. The new plan, which meets 
this objection, has been current in 
agricultural circles for over a decade 
and in its various phases has been 
labeled the “Voluntary Allotment 
Plan.” It was outlined first in 1922 
by one of the cooperative farm asso- 
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ciations and received mild support as 
an alternative during the various 
stages of the McNary-Haugen bill. It 
again reached the stage of Congres- 
sional discussion during the past year. 

Several bills embodying this scheme 
have ‘been introduced in Congress, no- 
tably the Norris bill, which passed the 
Senate last Summer but was recalled 
suddenly and mysteriously after the 
meeting of the Democratic conven- 
tion, and the Fulmer bill, which was 
introduced into the House but was 
never reported out of committee. The 
plan was discussed by high officials 
of the Farm Board and received help 
from and was studied by officials of 
the Bureau of Agricultural Econom- 
ics. It is referred to vaguely, but ap- 
parently with favor, in the agricul- 
tural plank of the Republican plat- 
form, which reads: ‘‘We will support 
any plan which will help to balance 
production against demand and there- 
by raise agricultural prices, provided 
it is economically sound and adminis- 
tratively workable without burden- 
some bureauracy.” But Mr. Hoover in 
his acceptance speech pointedly 
omitted any reference to it, and in 
Washington it is understood that he is 
opposed to it. The Democratic plat- 
form also mentions the plan vaguely. 
Governor Roosevelt, in his acceptance 
speech at Chicago, referred to the new 
plan, and in his Topeka speech out- 
lined it more fully, but still incom- 
pletely. Outside agricultural areas the 
significance of Mr. Roosevelt’s speech 
at Topeka on Sept. 15 was missed. 


In order to explain the plan it would 
be best to follow its operations in the 
case of an individual farmer in con- 
nection with one of his commodities. 

Farmer Jones, living in Yellow 
Medicine County, Minnesota, will be 
asked by the county committee to 
agree voluntarily to a limitation in 
the acreage for wheat production in 
accordance with a plan worked out by 
a commodity committee for wheat. If 
Jones refuses to agree, then he is 
dropped as far as this plan is con- 
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cerned, and he continues producing in 
accordance with his inalienable right. 
But Smith, his neighbor, may volun- 
tarily agree to an allotment. Smith’s 
allotment will be worked out in ac- 
cordance with his average acreage 
and production during the previous 
five years. Let us assume that Smith 
has been growing twenty-five acres of 
wheat, harvesting on the average fif- 
teen bushels per acre during the last 
five years, making a total annual pro- 
duction of 375 bushels of wheat. If 
Smith agrees to the voluntarily allot- 
ment plan he will be subjected to an 
acreage allotment. A national com- 
modity council may decide to reduce 
the total acreage of wheat 20 per cent. 
The local county committee will, 
therefore, allot to Smith only twenty 
acres instead of the twenty-five acres 
he has grown hitherto. In return for 
this voluntary restriction of acreage 
Smith will receive allotment certifi- 
cates for 300 bushels of wheat, or at 
the rate of fifteen bushels per acre. 


When the crop is harvested Smith 
will sell his wheat on the open market 
in competition with all other wheat 
producers, including Jones, at the reg- 
ular market price, which in part is 
dictated by world conditions. The 
wheat may be purchased by domestic 
millers, by speculators, by elevator 
owners or by exporters. The price 
paid to Smith will be the world mar- 
ket price, and will in nowise interfere 
with the exportation of wheat to for- 
eign countries. But, in addition, Smith 
will have the allotment certificates, 
which will now be redeemed by the 
government. 


The government will, under the 
plan, put an excise tax on all processes 
of wheat equal to 42 cents a bushel— 
the present tariff on wheat. This ex- 
cise tax will have the same legal 
status as the excise tax on cigarettes 
or cigars. Of the 800,000,000 bushels 
of wheat annually produced in the 
United States, about 650,000,000 
bushels is turned into flour and used 
for domestic consumption. This means 
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that there would be collected from 
the millers an excise tax on wheat 
equal to $273,000,000, which, after ex- 
penses for operation are deducted, 
would be divided among the allotment 
certificate holders. If the cost of ad- 
ministration is, say, $23,000,000, there 
would remain $250,000,000 to be di- 
vided among 800,000,000 allotment 
certificates, assuming that all wheat 
growers in the country had voluntar- 
ily agreed to the scheme. This would 
give an additional 38 cents per bushel 
to the wheat growers. 

If there should be any who, like 
Jones, refused to agree to voluntary 
acreage restriction and _ therefore 
would receive no allotment certifi- 
cates for his crop, then those holding 
allotment certificates would naturally 
receive a larger portion of the total. 

This explanation of the “Voluntary 
Allotment Plan’? should throw new 
light on Governor Roosevelt’s six-point 
program. At Topeka he said: “We 
must devise means to provide for the 
farmer’s benefit which will give him 
in the shortest possible time the 
equivalent of what the protected man- 
ufacturer gets from the tariff.” In or- 
der to do this the Governor suggests 
that he will favor legislation which 
will have the following specifications: 


1. The plan must provide, without 
further increasing production, that 
the farmer shall receive the benefit 
for agricultural commodities in the 
domestic market. 

2. The plan must be self-financing. 

3. It must not make use of any 
mechanism which would cause our 
European customers to retaliate on 
the ground of dumping. 

4. It must make use of existing 
agencies. 

5. It must operate on a cooperative 
basis. 

6. The plan must be voluntary. 


In his first major speech at Des 
Moines, Iowa, on Oct. 4, President 
Hoover again omitted any reference 


to the plan. The nearest approach 
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was his statement, “I come to you 
with no economic patent medicine es. 
pecially compounded for the farmers,” 
Should Mr. Roosevelt now, in response 
to pressure of the agricultural inter- 
ests, elaborate on the plan, we may 
expect that the weaknesses will be 
brought out in the ensuing discussion. 
In the main these are: 


1. It involves the creation of a huge 
bureaucracy that will allot to farmers 
the amount of land on which they 
may grow crops and the number of 
certificates to which they are entitled. 


2. It puts a burdensome tax upon 
the consumers of the United States 
for the benefit of the farmers. It will 
increase the cost of living depending 
on the commodities included in the 
calculation by from $1,000,000,000 to 
$3,000,000,000. This means a reduction 
in the amount of real wages of the 
urban population. 


3. It will place our industrial pro- 
ducers at a disadvantage in the com- 
petitive markets of the world because 
we will be supplying cheap food for 
the foreign workers while charging 
high prices to domestic workers. In 
brief, it will be a bonus to the farmers 
paid by the urban consumer. 


4. The benefits to agriculture may 
not be sufficiently diffuse. 

It is too early to say whether these 
disadvantages outweigh the advan- 
tages. It can easily be argued that the 
restoration of farm purchasing power 
must precede the revival of industrial 
prosperity, and that therefore the 
price paid by the urban worker is 
small compared to the benefit that 
will be derived when the farmer again 
becomes a large consumer of indus- 
trial commodities. It may also be ar- 
gued that because the farmer has 
been exploited by means of the tariff 
in the interest of the cities it is fair, 
as an emergency measure, to re-estab- 
lish the balance between agriculture 
and urban prosperity. 


As a second step for emergency aid 
to agriculture, it is proposed to re- 
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finance farm mortgages. This was the 
chief proposal made by the Midwest 
Governors’ Conference which met in 
September to adjust the Iowa farmers’ 
strike. The Governors laid down as 
their chief program several planks in- 
volving the refinancing of farm mort- 
gages, declaring moratoriums on ma- 
turing farm mortgages, forcible re- 
duction of interest rates, the reposses- 
sion of foreclosed farms and govern- 
mental protection to the debtor group 
from long and short term creditors. 
The Frazier bill, introduced into Con- 
gress last Spring, embodied provisions 
for refinancing farm mortgages at 
lower rates of interest through Fed- 
eral Farm Land Banks. Even Gover- 
nor Roosevelt in his Topeka speech 
said that he was prepared to insist 
that “Federal credit be extended to 
banks, insurance or loan companies or 
individuals which hold farm mort- 
gages among their assets, but on the 
condition that every reasonable as- 
sistance be given to mortgagors where 
the loans are found with the purpose 
of preventing foreclosures,” and he 
would also adopt “‘the definite policy 
of giving those who have lost the title 
to their farm the preferential oppor- 
tunity of getting their property 
back.” Mr. Hoover at Des Moines pro- 
posed to give the Federal Land Banks 
“resources and liberty of action neces- 
sary to enable them definitely and 
positively to expand in the refinanc- 
ing of the farm mortgage situation 
where it is necessary to give men who 
want to fight for it a chance to hold 
their homes.” 

The demand for this kind of legis- 
lation, though little known in the 
East, has widespread and active sup- 
port in the agricultural regions. The 
proposal is breath-taking because of 
the figures that are involved. It pro- 
poses to refinance $9,000,000,000 
worth of mortgages by the issue of 
government bonds which will raise 
the funds and place the government 
in the position of virtually sole mort- 
gage holder of the farmer. The pro- 
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posal is not without precedent. The 
Federal Government in 1913, under 
the Land Bank System, went into the 
farm mortgage business and from 
that time to this has put $2,000,000,- 
000 into farm mortgages. Though 
mortgages by the Land Banks were to 
be given only on 50 per cent of the 
value of the farms, the last report of 
the Land Banks indicates that, be- 
cause of the delinquent interest pay- 
ment, foreclosure proceedings, losses 
on resales and frozen capital, and 
because of foreclosed farms held, the 
banks had lost about $87,000,000. 
Emergency legislation which was 
rushed through Congress last Spring 
gave the Land Banks an additional 
$125,000,000 of government money. 

Presumably the sponsors of this re- 
financing measure propose to extend 
farm mortgages to the farmers at 
even lower rates of interest than have 
been extended by the Federal Land 
Banks. It is also proposed to extend 
mortgages on even more liberal terms, 
and, in consequence, the ultimate 
losses to the government may be 
expected to be very much larger than 
they have been in the case of the 
operation of the Land Banks. So huge 
a financial operation on the part of 
the government may be opposed by 
the taxpayers, but it may be expected 
that approval for such conversion will 
come not only from farmers but from 
insurance companies, farm mortgage 
companies, joint stock land banks, 
commercial banks and the rest of the 
institutions and individuals that now 
hold the $7,000,000,000 of farm mort- 
gages to be taken over by the govern- 
ment. 

These mortgages are a doubtful 
asset. Take the case of the average 
mortgage in any of the Northwestern 
States, say Iowa. It is not uncommon 
to find the average 160-acre farm 
mortgaged at about $10,000, or about 
$60 an acre. Until 1929 such a figure 
was regarded as a conservative mort- 
gage. Mortgages on much of the land 
in Southern Iowa and in Minnesota 
amount to at least $60 an acre. On 





134 


this basis the farmer is expected to 
pay interest of $3.60 an acre and, in 
addition, about $2 an acre for taxes, 
making a funded debt of $5.60 per 
acre. But with oats selling at 10 cents 
a bushel—and a forty-bushel crop is 
considered a good crop—the gross in- 
come from the acre will be insuffi- 
cient to pay the funded debt, to say 
nothing of meeting out-of-pocket ex- 
penses such as binder twine, tool re- 
pair, and certainly nothing at all for 
the farmer’s labor and equity. 

The same conclusions will be 
reached by analyzing figures for the 
production of wheat at 35 cents a 
bushel, corn at 18 cents a bushel, hogs 
at $4 a hundred pounds, or beef at $6 
a hundred pounds. It can be shown 
that at present price levels a large 
part of the value of the mortgages 
has been wiped out, as well as the 
farmer’s equity in his land. When 
wheat was $2.50 a bushel, Iowa land 
was easily worth $450 an acre; today, 
when wheat is only 35 cents a bushel, 
the value of land is uncertain. 

In brief, the government would take 
over mortgages amounting to $9,000,- 
000,000 that by no stretch of the im- 
agination are worth that amount. But 
unless the mortgages are refinanced 
or prices are advanced, the indepen- 
dent farmer-owner operator is in dan- 
ger of disappearing. Because of in- 
ability to meet interest payments 
there has been an increasing number 
of foreclosures and the land has 
passed progressively into the hands 
of mortgage holders. For the United 
States as a whole, 42 per cent of the 
farmers in 1930 were tenants, com- 
pared with 34 per cent in 1910. But 
the 1930 census was taken before the 
deepest depression had overtaken the 
farmers. It is not improbable that in 
1932 more than half of the farmers 
are tenants. The 1930 census shows 
that in Northwestern States such as 
Iowa, Minnesota, the Dakotas, Kansas 
and, Nebraska almost 50 per cent of 
the farmers are tenants. 

But when a mortgage holder be- 
comes a farm owner he is subjected 
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to heavy losses. Insurance companies 
bought mortgages to obtain interest, 
not to go into farming, directly or in- 
directly. When they begin to receive 
rent rather than interest they are 
forced to admit a sharp shrinkage in 
the value of their capital investment, 
For example, a farmer whose gross 
income is about $1,000 a year, and 
who has a $10,000 mortgage, is ex- 
pected to pay $600 interest and about 
$300 taxes and to keep for himself 
$100 to pay him and his family for 
their labor, to cover interest on his 
equity and other out-of-pocket ex- 
penses during the year. When the 
mortgage is foreclosed and the insur- 
ance company takes over the farm 
he is now expected to pay rent instead 
of interest and taxes. Assuming that 
he again has a gross sale of $1,000 
during the year, he will now pay one- 
third of that in rent to the mortgage 
holder, or about $330, and keep $670 
for himself. The mortgage holder, 


out of rent will pay the $300 taxes 
and have $30 as interest for his $10,- 


000 equity. The $30 capitalized at 5 
per cent makes the $10,000 mortgage 
worth only $600. 

Of course not all mortgages show 
so sharp a shrinkage, but there is no 
doubt that a vast amount of farm 
mortgages in the United States has 
sharply declined in value as a result 
of the price collapse and that all mort- 
gage holders now face heavy losses. 
They will join the farmers in wel- 
coming any steps on the part of the 
government that will assist them out 
of their difficulties. 


But, in any case, the perilous posi- 
tion of the farmer makes it imperative 
that he be subjected to no further eco- 
nomic handicaps. Already he has been 
too long the victim of tariff exploita- 
tion. Absentee farm ownership is gain- 
ing ground and tenancy is increasing. 
The farmer is becoming landless and 
propertyless. To divest this once stable 
group of its property will inevitably 
loosen the ties that hold them to 
American institutions. 





Pershing and His Critics 


By B. H. LIDDELL HART 


[Captain Hart served in the British Army 
during the World War and since then has 
built up a reputation as a leading mili- 
tary historian. Among his works are 
Reputations—Ten Years After; Foch—the 
Man of Orleans, and The Real War, 1914- 
1918. On the practical side he has drawn 
up plans for troop manoeuvres which 
have had wide circulation in European 
army circles. At the present time he is 
military correspondent for the London 
Daily Telegraph.] 


HE historical importance of Gen- 
rT eral Peyton C. March’s memoirs 
(The Nation at War. New York: 
Doubleday, Doran & Co.) lies, above 
all, in its crisp and clearly marshaled 
record of America’s military effort in 
the World War. His style reminds one 
of Foch’s story of how he gained his 
military reputation by the feat of as- 
sembling 100,000 men for review on a 
small parade ground—‘“a mere pocket 
handkerchief’’—and getting them off 
in a quarter of an hour—“‘like a flight 
of sparrows.” Just so does Peyton 
March deal with the salient facts and 
often stupenduous figures of this war 
expansion, parading them with a con- 
ciseness and a brevity that allows the 
the reader little time for breath, if 
also little excuse for boredom, yet 
leaving a lasting impression. Rare are 
the diversions which the author per- 
mits himself from this parade of 
strictly aligned facts. But it is those 
few diversions, especially his barbed 
references to General Pershing, that 
are likely to give the book its sensa- 
tional interest. 

In attempting a judgment on these 
controversial issues I have no such per- 
sonal knowledge to guide me as in the 
case of European leaders. This at least 
insures complete detachment. At the 
same time it may mean a remoteness 
from the inner truths which are so 


often concealed behind the highly pol- 
ished shell of documentary records. 
One feels the lack of an implement 
that can be used in piercing this shell. 
Nevertheless, the want may be a stim- 
ulus to another line of approach. It 
compels one to rely more fully on a 
test that experience of research into 
war history has brought one to value 
above all. This test consists of judg- 
ing men by their conception rather 
than by their execution, by the vision 
and realism of their ideas rather than 
by results. In war, especially, acci- 
dent plays so large a part that results 
are often deceptive. But in a man’s 
own explanation of the reasons which 
prompted his acts one can often find 
the fairest measure of his calibre. So 
strongly has experience imbued me 
with the truth of this form of test 
that I would even say, ‘“‘No man is con- 
demned save out of his own mouth.” 
But too many do this! How often do 
idols shatter their pedestals in at- 
tempting to elevate themselves higher 
in the view of posterity. How often do 
they disperse with their own breath 
the cloud of legend that has lent en- 
chantment to their statue and magnifi- 
cation to their stature. And how rare- 
ly do they avoid disclosing prejudices 
for which the historian can make due 
discount. 


General Pershing is a case in point. 
From my appreciation of his difficul- 
ties no less than my recognition of the 
basic facts of his achievement, I had 
formed an, opinion of him which is 
embodied in Reputations—Ten Years 
After. Nothing had impressed one 
more strongly in his favor than the 
note of admiration-in-spite-of-them- 
selves which came from many who 
served under him. My estimate of him 
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remained unshaken until he published 
his own memoirs. 

With his own hand he there knocked 
off a lot of plaster, revealing defects 
hitherto undiscerned. Happily, suffi- 
cient was left to preserve the impres- 
sion of a strong and vigorously con- 
structive character. But he revealed 
strange limitations of outlook and of 
knowledge in a man cast by fate for 
so big a réle. More significantly still, 
he showed such an ingrained suspicion 
of other people’s motives and recited 
with such obvious pride his own un- 
conciliatory rejoinders that one could 
not help seeing that he must have been 
a very difficult team-mate. 

Now Peyton March caps these infer- 
ences with explicit comments. He 
tells us, in regard to Pershing’s rela- 
tions with his allies, that he warned 
Colonel House that Pershing “ought 
not to be allowed to undertake diplo- 
matic work of any kind and that he 
was peculiarly unfitted for it.” But it 
was not merely an incapacity for 
diplomacy when dealing with the re- 
quests of the Allied Governments. 
Peyton March further declares that 
“as the A. E. F. increased in size, Gen- 
eral Pershing’s inability to function in 
team-work with his legal and author- 
ized superiors increased,” until he not 
only jibbed at displeasing orders but 
tried to place a nominee of his own 
in the seat of authority. “He wanted 
a rubber stamp of his own as Chief of 
Staff at home, so he could be entirely 
independent of any supervision or con- 
trol.’”’ There is a pungent wit in the 
comment, and its sting is not leavened 
by Peyton March’s regretful after- 
comment: “Unfortunately, I did not 
know about this particular letter until 
after the war. There would certainly 
have been a show-down if I had.’”’ We 
are told also of Pershing’s inability to 
work with men like Generals Goeth- 
als, Leonard Wood, Sibert and Bliss 
which “showed clearly a marked fear 
of men whom he recognized as men of 
great ability.” 
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This charge of small-minded jeal- 
ousy has an unpleasant sound, even 
though the historian knows only too 
well how frequent the flaw has been 
in the character of great military men, 
from Napoleon downward. Yet if this 
supplementary charge rings true in 
the ear of the audience to the con- 
troversy, it is partly due to the way 
that Pershing’s own memoirs support 
the main charge. 

Unfortunately, there is also the in- 
direct evidence of a letter from Per- 
shing himself, reprinted in the present 
volume, in reference to General Leon- 
ard Wood. On the causes why the ser- 
vices of this famous soldier were not 
utilized Peyton March sheds fresh 
light. After mentioning that on the 
declaration of war the choice of the 
Commander-in-Chief of the A. E. F. 
“immediately narrowed down to” 
Wood or Pershing, he assures us the 
passing over of the senior was “largely 
affected” by Wood’s physical defects, 
due to an old injury. And although 
this is a reasonable justification, it is 
not entirely convincing in view of the 
fact that even Mr. Newton Baker said 
no more than that the health factor 
“influenced” the choice. _ 

Leonard Wood was appointed in 
slight compensation to train a division 
for service in France. Pershing, how- 
ever, told March that if Wood came to 
France with his division he would 
send him back. After Wood had made 
a brief tour of observation in France, 
Pershing reiterated his objections ina 
trenchant memorandum. March says 
frankly that he found Wood always 
“obeyed promptly and efficiently” any 
orders he gave. Nevertheless, he de- 
cided to support Pershing’s objection 
with the power of the War Depart- 
ment, even though the medical board 
under General Arthur had passed 
Wood for service in France. As a de- 
tached student of this issue one feels 
that March’s action was not only jus- 
tified but wise. So long as Pershing 
was retained as Commander-in-Chief, 
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and showed such antipathy, it would 
have served no good purpose to send 
Wood to serve under him in France— 
only an American repetition of the 
Joffre-Galliéni trouble. Pershing, too, 
has a case for his attitude. To put a 
famous senior under the command of 
a junior who has yet to win his spurs 
is a course that makes difficulties for 
both. But just anticipation of these 
difficulties does not excuse the tone 
of Pershing’s memorandum. It referred 
to Wood thus: 


“He is the same insubordinate man 
he has always been. His attitude to 
the President is implied in his re- 
marks in ordinary conversation, 
though always in an intangible way. 
His criticisms of the Secretary of War 
and the War Department administra- 
tion are all along the same line. 


“While here he has done a lot of 
talking around Paris and has had his 
picture in the Paris Mail as ‘America’s 
Greatest Fighter’ and has been men- 
tioned several times as one who could 
reorganize the War Department as 
Chief of Staff. You already know of 
his talk in London, where he is said 
to have discredited the army and the 
administration in the eyes of our 
Allies, as has already been reported 
to Washington. * * * 

“He has posed as wanting to help 
by taking back word of our needs. He 
was promptly and very pointedly told 
that he was not to take any such ac- 
tion, nor would it be wise for him to 
go about talking to politicians. Also, 
that the present Chief of Staff at 
Washington was thoroughly familiar 
with the situation here. 

“Tt seems high time that meddling 
political Generals be put where they 
can do no harm. The physical condi- 
tion of this one is sufficient warrant 
for action, and any honest board like 
the Arthur board would declare him 
incapacitated at a glance. He drags 
his left leg worse than ever and the 
sight of a lame man like this going 
about our allied armies posing as 
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‘America’s Greatest’ must have been 
anything but inspiring to our Allies.” 

Such a document is a notable ad- 
dition to the history of human malice. 
No one can help perceiving the rancor, 
jealousy and spite which ring through 
the passages. The attempt to preju- 
dice the President, the Secretary of 
War and the Chief of Staff individ- 
ually against Wood by appeal to their 
own self-interest is too palpable to be 
missed. Equally shameless is the dis- 
closure of spying upon Wood to catch 
incautious words that might help con- 
viction. Pershing’s repeated remarks 
about Wood’s “lack of loyalty” may 
be equally significant. One has learned 
from experience that those who are 
naturally loyal say little about it, and 
are ready to assume its presence in 
others. In contrast, the type of soldier 
who is always dwelling on the impor- 
tance of “loyalty” usually means loy- 
alty to his own interests. In 1918 Per- 
shing had the satisfaction of prevent- 
ing Wood from going to France. For 
the sake of this short-lived satisfac- 
tion he has placed a lasting stigma on 
his own character—out of his own 
mouth. It is sad to see such a fall 
from greatness. No man, however, is 
as bad as his worse impulses, nor as 
stupid as his prejudices. 

The reflections cast, directly and in- 
directly, by Peyton March on Per- 
shing’s character are supplementary 
to some very direct charges against 
his conduct of affairs, outside the field 
of battle, as Commander-in-Chief of 
the A. E. F. They relate, above all, to 
defects of vision. The most sensational 
is perhaps the assertion that propa- 
ganda had been rife, and that such 
propaganda was wrong, in “ascrib- 
ing the idea of a separate and distinct 
American Army to General Pershing.” 
To prove this point Peyton March 
prints and sets side by side two papers. 
One was prepared by Pershing on May 
26, 1917, with the assistance of Gen- 
eral Harbord, and sets out Pershing’s 
idea of what his formal “letter of in- 
structions” should be. The other was 
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an alternative prepared by the gen- 
eral staff and on the same date. The 
latter was accepted and signed by the 
Secretary of War and so replaced the 
former, which Peyton March desig- 
nates “a very poor piece of general 
staff work.” 

The most important paragraph in 
the approved draft and missing in 
Pershing’s is one which says that “the 
underlying idea must be kept in view 
that the forces of the United States 
are a separate and distinct component 
of the combined forces, the identity 
of which must be preserved.” The 
point is of historical interest, but Gen- 
eral March’s emphasis upon it seems 
rather out of proportion to its impor- 
tance. The two documents bear out the 
letter but hardly the spirit of his 
argument. Without more evidence it is 
scarcely credible that a man like Per- 
shing, who showed himself so intent 
to create and keep an independent 
army at all costs, so ambitious to ex- 
tend his own power and preserve his 
own independence, should not have 
thought of the idea until later. One 
can imagine an oversight in hasty 
drafting, or, more probable, a hesita- 
tion to claim too much power on paper 
lest barriers be raised against its 
realization. But the other suggestion 
is contradictory to every picture of 
Pershing, including that which March 
himself paints. 

A far more substantial point is con- 
tained in March’s answer to Per- 
shing’s complaints about the deficient 
supply of aircraft. March frankly ad- 
mits the initial failure of the plans for 
aircraft production, made worse by 
the “stupid exaggeration * * * of 
our early claims.’ But he goes on to 
say that “while the conditions at home 
were bad enough in those early days, 
the confusion existing was largely in- 
creased and accentuated by the fact 
that General Pershing was constantly 
altering his requests for airplanes. We 
never knew from day to day where he 
stood. As soon as we got going on the 
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construction of a type which he had 
stated was necessary, a cable would 
come in from him, saying that he did 
not want that type and asking for 
something else. * * * He did not 
seem to have the faintest conception 
of the effect on production of all this 
vacillation.” The reader has here to 
take the facts on Peyton March’s as- 
surance, and no evidence is provided. 
Assuming them to be correct, the im- 
mediate responsibility for this uncer- 
tainty of mind was not Pershing’s but 
the board of presumable air experts 
working under him; but it is, never- 
theless, a serious reflection on his 
ability to create and control a staff 
organization. 

Amore direct reflection, however, on 
his judgment in the wider sphere of 
war is contained in March’s revelation 
that when the armistice was actually 
in sight Pershing was still cabling de- 
mands for huge quantities of troops 
and material for delivery “far into 
1919.” In contrast, March stopped all 
purchases save of food and forage on 
Nov. 7. He had already answered Per- 
shing’s “preposterous demands” for 
troop reinforcements by directing that 
the shipment of American troops for 
France be stopped altogether on Nov. 
1, 1918, eleven days before the armi- 
stice. “Thus,” he adds justifiably, “I 
saved the taxpayers of the United 
States millions of dollars.” 

In regard to this charge against 
Pershing, a quotation from a letter of 
Pershing’s on Nov. 2 is adduced in 
proof: “Divisions in the United States 
should be stripped of trained or partly 
trained men and shipped immediately. 
Cannot this matter be given the con- 
sideration its importance deserves?” 
March ironically adds: “And that was 
precisely the amount of consideration 
that was given it.” In extenuation of 
Pershing’s demands it is fair to point 
out that even on that date none of the 
Allied commanders, including Foch, 
was as sure of Germany’s impending 
collapse as March can be now. On the 
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other hand, we know that Pershing 
was so ambitious of winning a re- 
sounding victory that he protested 
against the armistice and wished to 
continue the war when all the other 
commanders were satisfied that the 
armistice terms provided all the re- 
sults of victory without more expendi- 
ture of life. 

When Peyton March informs us that 
it was owing to Pershing that the 
American division was organized on 
twice as large a scale in man-power as 
the other armies, he passes to a mat- 
ter where any student of war can 
judge the value of his criticism—and 
will endorse it. Even the British divi- 
sion proved too large for flexible 
manoeuvre, so how much more un- 
wieldy must the American have been, 
and how needlessly unfair a test on 
commanders who were having their 
first experience in active operations! 
Undoubtedly, also, there is substance 
in Peyton March’s contention that in 
a war where strength was normally 
counted in divisions, the actual num- 
ber of out-size American divisions 
tended to give an under-impression of 
the force that America had put in the 
field. 

The awkwardly cumbrous size of the 
divisions may also have been a factor 
in leading Pershing to spend so long 
in further training of them after their 
arrival in France. March appears to 
ascribe it mainly to Pershing’s mili- 
tary conservatism. He says that “the 
practical effect of the Pershing policy 
was that large bodies of American 
troops, divisions whose morale was at 
the highest point, who had had from 
four to six months’ training and often 
more in camp in America * * * found 
the keen edge of their enthusiasm 
dulled by having to go over and over 
again drills and training which they 
had already undergone in America.” 

March also has a rebuke for Per- 
Shing’s attitude in the 1918 crisis: 
“The constant clamoring by our allies 
for the use of American troops * * * 


was not based on simply selfish con- 
siderations. These men were fighting 
for their lives, and they saw these 
great bodies of Americans held in 
training areas” when obviously fit for 
use in the campaign. 


He reveals that Secretary Baker had 
already tried in vain to speed up Per- 
shing’s pre-war notions of time re- 
quired for training, when the “Ar- 
gonne battle compelled all his theories 
to vanish and he had to shove men 
into the fighting line just as fast as 
he could get them.” 


Another point of which any realis- 
tic student of the war can appre- 
ciate the truth is March’s criticism 
of Pershing’s demands for cavalry. 
As March rightly points out, “I 
knew that Great Britain and France 
had each had for a long time, in 
the rear of the lines, large bodies 
of cavalry in reserve, simply eating 
their heads off and serving no use- 
ful purpose.” To increase this use- 
less mass Pershing, whose cavalry- 
man’s instinct here dominated his rea- 
son as a strategist, would have upset 
the shipping program of necessary 
troops and weapons. Already in Rus- 
sia, Peyton March emphasizes, the 
supply of forage to a huge cavalry 
force had “reached a point where all 
railroad and other forms of transpor- 
tation were given over to carrying 
supplies for the horses to the exclu- 
sion of munitions and food for the rest 
of the army and the people of Russia, 
with the result that the first out- 
breaks of discontent which swelled to 
open rebellion were based entirely on 
this matter of lack of food * * * 
when the means of getting it were 
being used solely to carry grain for 
the cavalry. * * * The cavalry arm 
was a gigantic incubus on the neck of 
the proletariat of Russia which finally 
drove it to breaking point.” 

In weighing Peyton March’s ani- 
madversions on Pershing it is proper 
to weigh up the witness. And in do- 
ing this it may be safer to rely on 
the “self-revelation test” expounded 
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earlier than on the diverse opinions I 
have heard expressed about him. The 
clearness and conciseness of his me- 
moirs make a favorable impression, 
all the more so by comparison with 
the inconsequent arguments and dif- 
fuseness that pervade so many of the 
memoirs of war leaders. Combined 
with his power of marshaling his 
facts, these qualities certainly convey 
a strong hint of administrative talent. 
And the impersonal facts he brings 
out go further to support this deduc- 
tion. The broad sweep of his judg- 
ment as a war director is suggested 
by his timely stoppage of purchases 
and troop shipments when the end 
of the war was in sight, and also by 
his timely conversion of cargo boats 
into troop ships to bring back the 
army from France—as the shrinking 
number would need smaller supplies. 


What especially impresses one is 
General March’s ability to give log- 
ically thought-out reasons for his ac- 
tions. In this respect so many success- 
ful soldiers betray themselves as little 
better than lucky gamblers, If March 
fails to give any profoundly logical 
or historical arguments for his sup- 
port to the strategy of concentrating 
on the western front, he is nearly 
always convincing when he deals with 
administrative questions. And if he 
makes a number of small historical 
slips in reference to the campaign in 
Europe, they have no importance com- 
pared with Pershing’s astounding as- 
sumption that the French method of 
war was traditionally defensive—a 
“howler” which March does not omit 
to correct. 


There is a refreshing honesty both 
in his admission of certain defects and 
in his recognition that “the army is a 
very conservative institution.” If the 
tone of his comments on air power, 
and gas and military education show 
a slight trace of conservatism, his at- 
titude over the questions of the time 
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required to train picked men in war, 
the use of cavalry and the follies of the 
censorship—which he wisely loosened 
—attest a decidedly untrammeled 
mind. His open-mindedness is further 
shown in his biting comments on the 
military habit of “passing the buck,” 
of saddling Congress with all the 
blame for unpreparedness. In all coun- 
tries the majority of soldiers have 
this childish convention of regarding 
all politicians as ogres, and bring most 
of their troubles—for which the na- 
tion pays the greater price—on them- 
selves in consequence. His readiness 
to see the other man’s point of view 
is also shown in his references to the 
Allied appeals for American help. 
The remarks about Lord Reading are 
an example, even though he could here 
afford to be generous, having got the 
better of Reading in securing British 
shipping to transport complete divi- 
sions as he wished. 

The final impression from all this 
deductive evidence is that of honesty 
as well as fearlessness in March’s tes- 
timony. If so, his very honesty may 
have checked him from disguising his 
resentment of, and retaliation for, 
Pershing’s attempt to pass the blame 
to the home authorities for anything 
that went wrong. In judging Pershing, 
the historian would certainly have to 
allow discount for this bitterness in 
any matter where the facts were in 
doubt. But, as we have seen, most of 
them can be tested, and too many of 
them, unhappily, can be proved by 
Pershing’s own witness. In writing on 
the history of the war in past books 
one compiled a considerable credit 
balance for Pershing. Since then he 
has erased a number of the entries 
with his own pen and added to the 
debit side. Even so, a_ substantial 
amount still remains. But it would 
have been better if he had been wise 
enough to anticipate the disarming 
candor of Peyton March. 





The Webbs: Prophets of a New Order 


By G. D. 


[Mr. Cole is University Reader in Eco- 
nomics at Oxford and a leading author- 
ity on the history and problems of the 
British Labor movement. His article is 
followed by the first of a series which 
Mr. Sidney Webb is contributing to this 
magazine as a result of a visit, with 
Mrs. Webb, to Russia in the Spring and 
Summer of 1932.] 


F any man deserves to be regarded 
I as the prophet of a planned So- 
cialist economy, that man is Sid- 
ney Webb—for he prefers to be called 
by that name rather than by the 
title of Lord Passfield, which he con- 
sented to take only because the Brit- 
ish Labor Government needed his 
services in the House of Lords. And 
if any one deserves to be regarded 
as the first person to recognize the 
vital parts which trade unionism and 
cooperation—the two great voluntary 
movements of the wage earners— 
would need to play in the working of 
a Socialist community, that credit be- 
longs to Beatrice Webb, who must on 
no account be called “‘Lady Passfield,” 
for she has steadfastly refused to 
accept the title, on the ground that 
she is under no obligation to share in 
her husband’s enforced ennoblement. 

These two remarkable people’s 
vision of how socialism was likeliest 
to come may have proved to be very 
wide of the mark. Their socialism, 
as a political policy, may have suf- 
fered from the lack of assured and 
dogmatic philosophical foundations. 
They have made many mistakes, about 
measures as well as about men. But 
they have never lost hold of two 
things—their belief in a planned and 
orderly basis for the economic life 
of society and their assurance that 
Such a society can be securely built 
up only on the foundation of a 
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strongly knit and active working- 
class movement. 

Now, after giving their lives to 
preaching the virtues of “gradualism” 
as a way of approach to the new 
social order which they want to see in 
being; after being above all other 
people at the back of the gradualist 
policy of the British Labor party, and 
after being content to work for social- 
ism through any and every human 
instrument, Socialist or non-Socialist, 
that has come to their hand, they 
find their most cherished ideas 
actually being carried into practice 
by a body of Socialists armed with a 
method and ideology radically differ- 
ent from their own. As I write these 
words they have just returned from 
visiting Russia in order to see for 
themselves what a planned Socialist 
community is like. 

Before we consider the ideas for 
which they stand, let us set down the 
main facts of their careers. On July 
13 Sidney Webb was 73 years old. 
When 19 he entered the civil service, 
where he worked for thirteen years, 
chiefly in the Colonial Office. During 
this time he was called to the bar. 
The year after he resigned his civil 
service post, in 1891, he was elected 
to the London County Council as a 
candidate endorsed by the Fabian 
Society, which he had helped to or- 
ganize in 1884. For eighteen years he 
remained on the council, and at each 
of his four re-elections he was re- 
turned at the head of the poll. His 
chief interest during this period was 
with the Technical Education Board, 
of which he was chairman. From 1903 
to 1906 he served on the Royal Com- 
mission on Trade Union Law and 
other important bodies. He married 
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Beatrice Potter, six months his senior, 
in 1892. Mrs. Webb was a writer on 
economics and sociology in her own 
right and had been in close personal 
contact with Herbert Spencer, who 
for some time had a considerable 
influence on her thought. At the 
time of her marriage she was already 
the author of The Cooperative Move- 
ment in Great Britain and a contrib- 
utor to Charles Booth’s Life and 
Labour of the People. 

The Webbs’ first important essay 
in joint authorship was their History 
of Trade Unionism, published in 1894; 
and this was followed by numerous 
other joint works, including their 
series of volumes on the history of 
English local government and the 
famous Minority Report of the Royal 
Commission on Poor Law and Unem- 
ployment, of which Mrs. Webb was 
a member. After that their intel- 
lectual influence in the British Labor 
movement grew steadily. They played 
an important part in building up 
the London School of Economics 
and Political Science, where Mr. Webb 
was Professor of Public Administra- 
tion. They were instrumental in 
the founding of the weekly New 
Statesman in 1913. Mr. Webb was a 
member of the Labor party executive 
from 1915 to 1925. Elected to Par- 
liament for the first time in 1922, he 
was named President of the Board of 
Trade in the Labor Government of 
1924. In the second Labor Cabi- 
net he served as Secretary of State 
for Dominion Affairs and for the 
Colonies. 

For a lifetime the Webbs have 
labored in the most selfless and de- 
voted fashion to make socialism a 
practical working plan of social reor- 
ganization as well as a vision of a 
new kind of society. They have never 
forgotten their idealism; but they 
have severely disciplined it and kept 
it in check. They have felt an insati- 
able curiosity about the foundations 
of the movement with whose aid they 
have been attempting to build up the 
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new social system. During a time 
when other Socialists were denouncing 
trade unionism as a reactionary move- 
ment, a mere aristocracy of skilled 
workers shut up within the ideology 
of the wage system, they set out to 
write its history and to prescribe for 
it a Socialist faith and doctrine, 
Almost alone, they have been the can. 
did friends of the consumers’ ¢co- 
operative movement, criticizing its 
working and its methods of organiza- 
tion and trying to help toward its re- 
shaping as a necessary element in a 
Socialist community. Deeply impressed 
with the importance of local govern- 
ment institutions within the national 
State, they have devoted years of 
laborious work to writing the history 
of English local government and try- 
ing to work out the right relation- 
ship between national and local insti- 
tutions under a Socialist system. No 
labor has been too great for them to 
undertake; and no failure to recognize 
the importance of their work has for 
a@ moment deterred them from 
going on. 

They have their limitations, no 
doubt. They have never been interna- 
tionalist enough or conscious enough 
that the British political conditions, 
on which they have based their 
schemes, have been in the nature of 
a curious historical accident. But the 
fact remains that they have done 
more Socialist thinking than any one 
since Karl Marx, and that they have 
been always extraordinarily ready to 
modify their ideas and plans in the 
light of changing conditions. 

Wide as are the differences between 
the Marxist communism of Lenin and 
Stalin and the Fabian socialism with 
which the Webbs are inseparably 
associated, the points of identity be- 
tween what they have been aiming 
at all their lives and what is now 
actually being accomplished in Soviet 
Russia go far deeper and are far more 
important than the differences. The 
Webbs’ fundamental Socialist faith 
is such that they were bound to 
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realize this and base their judgment 
upon the Russian experiment on an 
essential community of aim. The dif- 
ferences, indeed, concern mainly the 
means of bringing about socialism, 
and not its character when the So- 
cialists have attained to power; they 
are the product partly of the differ- 
ent political and economic conditions 
of Great Britain and Russia and 
partly of a real divergence of mind 
and outlook. While the Communists 
were still struggling to obtain power 
they seemed to have little in common 
with the Fabian Socialists, but, 
power once securely in their hands, 
they have turned unhesitatingly to 
the building up, in their own way, of 
a society in many ways very like that 
which Mr. and Mrs. Webb have been 
advocating for the past forty years. 
At the time when the Webbs began 
their work in England there was no 
Labor party, hardly any Socialist 
movement, and not the smallest 


adumbration of an English Socialist 


revolution. There were few English 
Marxists, and most of these had not 
read Marx, or at any rate had not 
understood him. The Webbs, if they 
studied Marx at all, got little or noth- 
ing out of him. They came out of a 
very different economic and political 
tradition to socialism—from John 
Stuart Mill and Stanley Jevons, the 
heirs of Jeremy Bentham and the 
apostles of the utilitarian doctrine. 
This doctrine was in essence criti- 
cal, selective, reasonable in the sense 
of trying to see the pros and cons of 
every particular project, and, above 
all, cool and suspicious of generaliza- 
tions and enthusiasms. It passed, by 
way of Mill, from an insistence on 
individualism and laissez-faire to a 
kind of socialism that was mainly 
made up of particular social reforms, 
each of which was justified as con- 
tributing to the “greatest happiness 
of the greatest number.” It aimed at 
getting these reforms adopted piece- 
meal, one by one, and it was ready 
to accept help from any quarter in 
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securing their adoption. It did this the 
more readily because it had combined 
its utilitarianism with a profound be- 
lief in evolution, as applied to the 
processes of social growth. It looked 
forward to the new Socialist society 
as a thing that would emerge gradu- 
ally out of capitalism, by a series of 
piecemeal changes, and almost as 
fast even if there was no Socialist 
movement to hasten its coming. It 
was held— and no one held the view 
more firmly than the Webbs—that 
the force of evolution was working 
swiftly and surely on the Socialist 
side. 

Karl Marx, in his own way, held 
this doctrine of social evolution no 
less firmly than the Webbs, and was 
no less under the influence of evolu- 
tionary ideas. But whereas Marx, 
working with an intellectual dialectic, 
after the manner of Hegel, thought 
of social evolution as proceeding by 
means of a succession of class strug- 
gles and to the accompaniment of re- 
curring social revolutions, the Webbs 
conceived of the evolutionary process 
as essentially gradual and unviolent. 
This difference arose partly because 
Marx was thinking mainly in terms 
of continental countries to which the 
forms of parliamentary democracy 
were denied, whereas the Webbs grew 
up in an England where, except for 
woman suffrage, parliamentary de- 
mocracy was already almost complete, 
and there seemed no inherent impossi- 
bility in supposing that the parlia- 
mentary machine could be used for 
the gradual building up of the So- 
cialist State. The thing had not then 
been tried. There had been no Labor 
Governments to come up against the 
real difficulties in the way. It seemed 
possible enough to imagine that the 
successful and flourishing capitalist 
system would go on working with 
reasonable efficiency until, bit by bit, 
the Socialists were ready to take it 
over, and to envisage a period of 
transition during which the Socialist 
and capitalist institutions would be 
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functioning smoothly side by side. 

But the Webbs, however convinced 
they were in those days of the “in- 
evitability of gradualness,’”’ were never 
content with a merely partial and 
piecemeal vision of the socialism they 
were trying to set up. Interested 
deeply in the machinery, as well as 
the ideals, of socialism, they wanted 
to see—and to make other people 
see—what a Socialist community in 
full and complete working order would 
be like. They never ceased to attack 
the planlessness and meaningless dis- 
order of the capitalist system, or to 
set up against it their vision of an 
ordered and planned economic system, 
based on the coordinated control of 
the resources at the nation’s com- 
mand. They wanted industries to be 
publicly owned and administered. 
But they wanted much more than 
that; they wanted public ownership 
as the means to rational planning of 
the nation’s economic life, to an or- 
derly proportion in the production of 
different types of goods and services, 
and to a distribution of incomes that 
would fit in with the new order of 
production and provide an effective 
demand for all the useful things that 
the community decided to produce. 

In short, the entire idea of a 
planned national economy, as it is 
being practiced in Russia today, is 
contained in the Webbs’ Socialist 
writings and has from the first lain 
at the back of their unremitting 
propaganda. This comes out with per- 
fect clarity in many of their earlier 
pamphlets—in Sidney Webb’s Towards 
Social Democracy, for example—and 
in many of the anonymous tracts pub- 
lished by the Fabian Society under 
their influence. They taught British 
Socialists the idea of economic plan- 
ning—and not British Socialists 
alone; their influence on foreign So- 
cialist movements was also very deep. 
Most clearly of all, this notion of a 
planned economy comes out in the 
Socialist books which they wrote after 
the war—A Constitution for the So- 
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cialist Commonwealth and The Decay 
of Capitalist Civilization. 

There is much in these books, 
especially on the political side, that 
is as the poles apart from the ideology 
of Russian communism. The Webbs 
have always—or at least until very 
recently—tended to do their thinking 
in British terms, and in relation to 
the political situation in Great 
Britain. They have hardly argued 
about the basis of parliamentary de- 
mocracy, for they have tended to take 
its existence for granted and to con- 
sider only how its forms: and its 
working can be improved. They have 
worked out their theories on a basis 
of persuasion rather than of force, 
and have envisaged a Socialist com- 
munity operated by the methods of 
parliamentary democracy, with an 
unmuzzled press and a free force of 
private criticism always bearing upon 
it. Indeed, when they took for their 
slogan, in their Constitution for the 
Socialist Commonwealth, the princi- 
ples of measurement and publicity, 
they were clearly thinking of a so- 
ciety in which criticism of any and 
every sort should be given the fullest 
play, and as much as possible to feed 
on, by the most complete disclosure 
of the actual working of every gov- 
ernmental institution. 

All this is, of course, very different 
from the Communist attitude. Stalin 
and his colleagues will endorse every 
word the Webbs have written about 
the need for the most careful and 
scrupulous measurement of the effi- 
ciency of a socialized system in de- 
livering the goods. That is of the 
essence of the “control figures” by 
means of which the operation of the 
Five-Year Plan in Russia is continu- 
ously being checked. It is at the back 
of the constant self-searchings of 
the Communist party and of the un- 
ceasing vigilance to prevent slack- 
ness or sabotage in any part of the 
economic system. But publicity, in the 
sense in which the Webbs have en- 
visaged it, is quite another matter. 
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It implies an unrestrained freedom 
of criticism, not only of the sectional 
efficiency of this or that particular 
organ of the Socialist economy, but 
also of the Socialist system as a 
whole. It implies the toleration of 
non-Socialist or anti-Socialist criti- 
cism, or at any rate, of brands and 
forms of socialism out of harmony 
with the views of the dominant group. 


Since political as well as religious 
toleration is a very long-established 
British tradition, won as the reward 
of prolonged and embittered con- 
flicts, it comes hard to an Englishman 
to think in terms of dictatorship, be- 
cause it seems to mean turning his 
back on so many past victories for 
reason and sanity in public affairs. 
Toleration has been of great value to 
the cause of social progress in Great 
Britain, and it is the soil in which 
British socialism has grown up. That 
is not to say that it can stand the 
strain of a direct and immediate chal- 
lenge by socialism to the capitalist 


system, but it explains why people in 
Great Britain—even Socialists—are 


so reluctant to cast it aside. It is 
a thing of great value in itself, and 
so far it has permitted them to 
thrive and to win converts. Must it 
now be given up? Was Marx right, 
after all, in envisaging the coming of 
socialism as involving a desperate 
and unrestricted struggle between 
class and class? 

It is hard, even today and in face 
of what has happened in Russia, for 
British Socialists to believe this, be- 
cause the simple categories of the 
class struggle seem to fit so ill the 
actual arrangement of classes in 
Great Britain. Instead of a simple 
confrontation of wealthy capitalists 
and propertyless proletarians, there 
is between the two extremes a far 
greater diversity, with a big and mul- 
tiform middle class of highly skilled 
artisans, salaried workers and tech- 
nicians, professional men, small trad- 
ers and small capitalists. These in- 
termediate groups exist, of course, in 
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other countries besides Great Britain. 
But nowhere do they both exist to 
the same extent and so readily re- 
spond to, at any rate, some Socialist 
doctrines. Among them chiefly has 
the Fabian Society found its converts, 
and they form an important and in- 
fluential element in almost every local 
Labor party. 

The gradualist socialism of the 
Webbs, with its conception of a 
planned economy emerging gradually 
and painlessly out of the capitalist 
system, has appealed especially to 
people of this sort, not only because 
they have a good deal to lose, fear 
chaos and disorder, hate conflict and 
love toleration and easy living with 
their fellows, but also because the 
planned order and system of the So- 
cialist economy makes a strong ap- 
peal to their minds. They can see how 
wasteful and disorderly the present 
system is, and they would like to 
play their part in setting it straight. 
But they have their little indepen- 
dence and their established position, 
and they hate the thought of violent 
revolution and of civil war. 

The importance of these elements 
in the working as well as in the mid- 
dle classes has prevented communism 
from taking any deep root in Great 
Britain. But of late, in the minds of 
many people, and not least, I think, 
of the Webbs themselves, doubts have 
been growing whether the easy tran- 
sition to socialism which they once 
envisaged is likely to come about. 
The failure of the two Labor Govern- 
ments—both in a minority it is true 
—to make any impression at all on 
the structure of capitalism has fed 
these doubts, and as some instalments 
of collectivism are infused into the 
economic system, it is increasingly 
realized how hard it is for socialism 
and capitalism to live on terms, side 
by side, during a protracted period 
of transition. 

These doubts, I think, bit sooner 
and deeper into the mind of Beatrice 
than of Sidney Webb, for she has the 
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quicker and the more imaginative, 
and he the more orderly and syste- 
matic, way of thought. Moreover, he 
was in office in both Labor Govern- 
ments and was preoccupied with 
their day-to-day affairs, while she, 
outside, could see more plainly what 
was coming about. I think it was she, 
rather than he, who felt irresistibly 
the desire to go to Russia, while he, 
rather than she, is the real progenitor 
of the idea of national planning which 
the Russians are now putting into 
effect. 

At all events, Sidney and Beatrice 
Webb, well on in years and with an 
unequaled record of disinterested ser- 
vice to the cause of British socialism 
behind them, went this Spring on 
a pilgrimage in order to see for 
themselves this astonishing new world 
that the Russian Communists are 
straining every nerve to build. And 
in Russia they were received as no 
other country in the world could re- 
ceive them—as the honored prophets 
of the new order which they had 
the vision and sanity to imagine a 
generation before the chance actually 
to create it anywhere arose. Associ- 
ated though they have been with the 
idea of a gradualist and evolutionary 
socialism in Great Britain, they did 
not find anything shocking in the 
disciplined dictatorship which the 
Russian Communists, fully conscious 
of the instinctive unpunctuality and 
haphazardness of the Russian tem- 
perament, are endeavoring to use as 
the instrument of Socialist construc- 
tion. 

When the Webbs went round the 
world, I remember well that they 
came back full of admiration for 
Japan, where people knew what they 
wanted and had a way of getting it 
done, but with a marked failure to 
appreciate the good qualities of the 
people of China. China offended them 
by its shapelessness and incapacity 
for collective organization, whereas 
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they found in Japan all the qualities 
needed for a well-conducted Socialist 
State except the will to socialism. 
The Webbs have no love for anarchists 
of any kind, at all events in political 
affairs. They are fond of describing 
world affairs as an everlasting con- 
flict between the As and the Bs— 
between the anarchists on the one 
hand and those who love order, system 
and disciplined control on the other. 
They will tell you, and not weary of 
telling you, that they belong to the ° 
Bs, and I doubt not they have found 
that Stalin also is a “B.” Trotsky, 
perhaps, is an “A,” but is not that 
precisely why Trotsky, his work in 
helping to achieve the revolution done, 
is now an exile? The control in Rus- 
sia has passed from the As to the 
Bs, as the revolution has passed out 
of the combative into the construc- 
tive stage. The Webbs would have 
been fishes out of water in the Russia 
of 1920; they seem to have found 
themselves thoroughly at home in the 
Russia of 1932. 

So the apostles of “gradualism” 
have been to Russia to survey the 
working of a Socialist revolution 
brought about by catastrophic means. 
I think they have found amid all the 
differences of method and idea a so- 
ciety whose fundamental structure 
fits in very closely with their own 
vision of the Socialist future. They 
went in order to see after what fashion 
their dreams of a lifetime were coming 
true, and they were far too open- 
minded to be put off because Lenin 
and his successors had worked to- 
ward the common goal by methods 
which were not their own. Bernard 
Shaw, disciple in economic matters of 
the Webbs, came back from Russia 
an enthusiast for the Soviet system. 
It will not surprise me if his masters, 
after their more critical and less ex- 
travagant fashion, celebrate their 
return by presenting Stalin with a 
no less decisive tribute. 





Business Life in Soviet Russia 





By SIDNEY WEBB 


[This is the first of a series of articles 
on Soviet Russia by Mr. Webb, for an 
account of whom see the preceding arti- 
cle by G. D. H. Cole.] 


— after making every allow- 
ance that hostile critics demand, 
it is clear that the economic position 
of Soviet Russia is today extraordi- 
narily different from that of every 
other State in the world. In Soviet 
Russia the aggregate volume of pro- 
duction is increasing year by year. 
Though still in a backward state, this 
country is indisputably turning out 
and distributing every year more oil, 
more coal, more iron and steel, more 
grain of various kinds, more boots 
and shoes, and so on, than during the 
preceding year. In the rest of the 
world production persists in falling 
off, except where so much is produced 
that less than ever gets distributed! 


True, we hear of this and that new 
factory in Soviet Russia being at a 
standstill through a shortage of com- 
petent management, or of skilled me- 
chanics, or of particular components, 
or because of some other technical in- 
efficiency. In Western Europe and the 
United States not one or two but a 
considerable proportion of all the fac- 
tories in the principal industries are 
closed down, owing to causes much 
less comprehensible. Last Summer 
there was in every Russian city an 
incessant din of building, nearly every- 
where three shifts working night and 
day. New factories, new workers’ 
dwellings, new hospitals and club- 
houses, new schools and scientific in- 
stitutes and new government offices 
were being rushed up in great num- 
bers. In some other countries struc- 
tures in course of erection have bhe- 
come rarities; architects are starving 


and a large amount of building enter- 
prise is indefinitely postponed. 


Soviet Russia has been able, with- 
out popular outcry, for the past two 
years entirely to suspend its unem- 
ployment benefit simply because the 
government can and does find places 
at trade union rates of wages, either 
in productive work or in technical 
training, for every applicant. No 
Russian workman is allowed to forget 
that, throughout the whole Western 
world, somewhere between one-tenth 
and one-third of the entire population 
are without wages; and that every 
capitalist government confesses its 
inability to find them either employ- 
ment or training. 


The number of separate books an- 
nually published by the State Pub- 
lishing House at Moscow—and there 
are others—considerably exceeds the 
number issued by all agencies in Ger- 
many or in Great Britain or in the 
United States, while the average edi- 
tion is vastly greater, and the net 
pecuniary profit of this one business 
to the Russian Exchequer—notwith- 
standing that authorship is the best 
paid profession in the country—cer- 
tainly exceeds that of all the publish- 
ers in any capitalist nation. Perhaps 
this may not be unconnected with the 
curious fact that the Soviet Govern- 
ment (central and local) is, this year, 
spending on the education of its far- 
flung population of 160,000,000 actu- 
ally a larger sum per head than the 
British Government is spending on its 
45,000,000. 

The whole of this paradoxical con- 
trast is compatible with the fact that, 
compared with the United States, 
Great Britain and Germany, the vol- 
ume of wealth production and the 
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standard of life of the Russian people 
are still very low. This has always 
been the case. Moreover, the differ- 
ence in wealth production is not in 
the tools or the processes. In their 
sowing and reaping, their mining and 
manufacturing, their transport and 
communication, their distribution and 
consumption of all that mankind wins 
from nature, the Russians use much 
the same processes as the rest of the 
world to overcome much the same ob- 
stacles. The sickle is still in use in 
Russia in the same year as the most 
highly evolved wheat-harvesting com- 
bine; the most primitive hammer con- 
temporaneously with the latest and 
most highly developed automatic elec- 
tric pile-driver. Nor can it be supposed 
that the human factor is more efficient 
in Soviet Russia. Indeed, the very re- 
verse is true. Soviet Russia is intense- 
ly conscious of the relative ineffi- 
ciency of its people, whether it thinks 
of its quondam revolutionaries turned 
statesmen, its long-exiled proletarians 
grappling with administration or its 
peasant serfs striving to become me- 
chanics. 

A more obvious difference between 
Soviet Russia and the rest of the 
world is to be found in the way in 
which industrial capital is owned and 
administered. In the United States and 
Great Britain the land, the factories, 
the machines and all the other instru- 
ments by which useful commodities 
are produced and distributed are— 
with relatively unimportant excep- 
tions—the private property of indi- 
viduals or groups of individuals. These 
things are managed—again with rela- 
tively unimportant exceptions—by or 
for their legal owners, with the great 
majority of the inhabitants as merely 
paid assistants in the task of produc- 
ing pecuniary profit for the owners. 
In Soviet Russia the land, the fac- 
tories, the machines and, with rela- 
tively unimportant exceptions, all the 
means of production, distribution and 
exchange, are owned by the public 
authority, local or central. These 
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things are managed, in practically 
every branch of production except the 
old handicraft industries and agricul- 
ture, and to a large and increasing 
extent also in agriculture, not with 
the motive of producing pecuniary 
profit for any individual or group of 
individuals, but exclusively for the 
purpose of producing for the inhabi- 
tants at large—the coming genera- 
tions as well as the present one—the 
greatest possible volume of the com- 
modities that are, or may be expected 
to be, needed or desired by them. 

What form does this organization 
take? Let us begin with the central 
government, the federal authority, 
which we may for this purpose take 
as concentrated in the Sovnarkom or 
Cabinet in Moscow, consisting of a 
President, two Vice Presidents and 
fifteen People’s Commissars, or Min- 
isters in charge of departments. No 
fewer than thirteen of these devote 
themselves to the organization and 
distribution of commodities and ser- 
vices, the production of which are, in 
this way, centrally directed. With the 
aid of their several departments these 
Ministers appoint and supervise about 
100 separate boards or commissions, 
called trusts—in 1931, 73 for the 
heavy and 26 for the light industries 
—each of which is responsible for a 
particular branch of the nation’s pro- 
duction. 

These boards or commissions ap- 
point, with more or less consultation, 
a responsible manager or director of 
each of the 8,000 separate mines, oil- 
fields, factories and what not in which 
the work is done. Each of these mana- 
gers or directors organizes, with some 
supervision by the trust concerned, 
his own staff, with all the hierarchy 
of service and specialization of depart- 
ments required by an industrial en- 
terprise which often includes from 
10,000 to 50,000 workers. Each indus- 
trial enterprise, like each institute of 
any kind in Soviet Russia, normally 
chooses its own staff, from the highest 
assistants down to the youngest ap- 
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prentice. The director or manager de- 
cides, after a good deal of consulta- 
tion, upon all the chief people, and 
the rest of the huge task is naturally 
organized and shared in by numerous 
committees of selection. Thus there 
is, in Soviet Russia, even as regards 
the industry in the hands of the cen- 
tral government, nothing in the na- 
ture of a single dictatorship or a 
single employer. There are, on the con- 
trary, in the centralized industries 
alone, something like 10,000 separate 
managers, all of them engaging work- 
men and technicians of every kind. 

Much the same account might be 
given of the other branches of the 
nation’s work. The railway service 
is united under a Minister of Trans- 
port very much as most of the rail- 
way services of the world—outside 
Britain and America—are organized. 
There is the same sort of unity, very 
unlike the practice of other countries, 
in the management of the importing 
from abroad of whatever Soviet Rus- 
sia desires to purchase, and of the 
whole of the exporting to the rest of 
the world of what it is decided to sell 
in order to pay for the imports. The 
apparatus of shipping and banking is 
conducted in essentially the same 
way, just as if each were a gigantic 
factory producing transport or credit 
facilities as if they were boots. And 
so with the organization of public 
services and the provision of social 
amenities other than material goods. 
Retail distribution is mainly carried 
on by the colossal network of self- 
governing Consumers’ Cooperative 
Societies, now counting nearly 80,- 
000,000 separately enrolled sharehold- 
ing members, appointing their own lo- 
cal committees, managers and staffs, 
but joined together in hierarchies by 
district and province, and culminating 
finally in a national board at Moscow 
—the Centrosoyus, 

The essential novelty in economic 
organization which Soviet Russia, 
alone among nations, has adopted, is 
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that, from one end of industry to the 
other, no profitmaker puts a finger in 
the pie, and no rentier levies his trib- 
ute in return for allowing the land 
and capital to be used. All those co- 
operating actively in industry, in any 
grade or capacity, are paid for their 
services, in wages or salary, accord- 
ing to the several agreements made 
with them, in which the trade unions 
take a large part. They may even be 
paid “by the piece,” proportionately 
to output, or in any other way result- 
ing in unequal earnings, if this is 
found to be conducive to maximum 
efficiency, for Soviet Russia has no 
craving for a dead-level of equality or 
identity. 

The object and purpose of Soviet 
industry is never pecuniary profit for 
the proprietor, but always to supply 
the nation with the largest possible 
output, of the best possible quality. 
This is the first great difference in 
industry between Soviet Russia and 
the rest of the world. The second is 
that production and distribution is 
not left to be decided by the whim or 
caprice of landlords; or by the calcu- 
lation as to the likelihood of profit by 
hundreds of thousands of separate 
capitalists, or by their managers or 
their bankers; or even by the 10,000 
official factory managers on behalf 
of the State; but is made the subject 
of a deliberate, nation-wide planning 
as to what is best, not for any par- 
ticular citizen or section of citizens 
but for the whole community, pres- 
ent and future. 

This general plan now includes 
within its scope, not industry and 
agriculture alone, or merely wealth 
production and distribution, but the 
whole of the effort, whether in con- 
nection with material goods or with 
public services, with the improve- 
ment of the mind or with the devel- 
opment of the arts, of the entire pop- 
ulation of one-sixth of the habitable 
land surface of the globe. Beginning 
in 1920 with Lenin’s insistence on a 
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comprehensive plan for the electrifi- 
cation of the U. S. S. R., the survey 
has been developed year by year, 
through the stages of modestly 
named “control figures” to—in 1927 
—the sweeping first Five-Year Plan, 
which is now being substantially com- 
pleted before the end of its fourth 
year. The work is done by what has 
grown into a highly organized and 
technically efficient department of 
great magnitude, known as “Gos- 
plan,” responsible directly to the 
Cabinet. 

Every year the general plan is 
worked out afresh. The starting 
point is the estimated increase and 
movement of population, both the 
total for the U. S. S. R., and that for 
each local area. Every one of these 
millions of people has to be main- 
tained and provided with equal op- 
portunities for development of body 
and mind, and must therefore be set 
to work. Equally fundamental is the 
coefficient of increase in the volume 
of production, to be determined and 
insisted on, having regard to the new 
machinery installed, alike in the ag- 
gregate for the whole country, in that 
for each class of product, and in that 
for each locality. Scarcely less vital 
is the decision as to how much of 
this assumed aggregate production 
should, in the ensuing year, take the 
form of consumable goods—such as 
foodstuffs, clothing, cultural needs, 
social amenities and so on—and how 
much the form of capital goods—ad- 
ditional buildings, machinery, great 
works of improvement—and what are 
the specific requirements under each 
head. Then all the innumerable fac- 
tors have to be separately surveyed 
and evaluated, and endless contingen- 
cies allowed for. 

Every enterprise, whether mine or 
factory, bank or shipping depart- 
ment, hospital or university, is 
studied in the light of what it intends 
or may be expected to do during the 
ensuing year—the amounts and kinds 
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of commodities or services to be pro- 
duced; the materials, components, 
motive power and labor force that 
will be involved; the pecuniary cost, 
with overhead charges; the expected 
receipts from sales and transfers, at 
whatever prices are prescribed or 
may be expected, and so on. At the 
same time the 25,000 Associations of 
Producers are similarly surveyed for 
each of their 40,000 self-governing 
workshops, and also the 226,000 col- 
lective farms—replacing about 18,- 
000,000 small peasant holdings—as to 
what they will require, and what they 
will supply. More easily dealt with, 
though vastly more important, are the 
1,500 gigantic State farms and ani- 
mal-breeding establishments, which 
are, indeed, run as colossal factories 
under five different trusts—in 1931, 
175 cereal farms, the largest sowing 
and harvesting 1,250,000 acres; 200 
cattle-farms; 130 hog and_ sheep 
farms; 50 dairy farms; and 44 cot- 
ton-growing farms. 

The several Ministers for Railways, 
for River and Marine Transport, for 
Post and Telegraphs, for Foreign 
Trade, for Forests, and for Finance 
supply the relevant information for 
their departments. Meanwhile, the 
Consumers’ Co-operative Societies 
compile exact statistics as to the 
number of persons whom they sev- 
erally expect to have to supply, the 
amount and the kinds of commodities 
that these will demand, the labor 
staff that will be employed, the finan- 
cial results, and so on. 

To cope with this work in all parts 
of the U. S. S. R., there has been 
gradually built up by far the largest 
staff of trained statistical workers 
that has ever existed in the world. 
All the inconceivably varied mass of 
information which continually pours 
into Moscow, in various stages of di- 
gestion, serves only as the basis of 
what is the most gigantic statistical 
laboratory work that the world has 
ever seen. The object of this elaborate 
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accounting is, not the publication of 
tables of figures, but to enable direc- 
tions to be given to every enterprise 
and establishment in the U. 8. 8. R., 
as to the amount by which its opera- 
tions may be increased or diminished. 
Aggregate demand and aggregate 
production must be made to balance. 
The factories making machinery may 
propose to expand their production; 
but this—with all the other demands 
—will involve a corresponding in- 
crease in the output of iron and steel. 
Many enterprises call for materials or 
components or machinery which must, 
at present, be imported; the question 
then is, which of the other industries 
producing exportable goods, by the 
sale of which such purchases can be 
paid for, shall be instructed to in- 
crease their output, and what is the 
prospect of prices in the foreign 
market; and therefore how much 


more will be needed, not of these but 
of the aggregate of exportable arti- 


cles, to avoid an adverse balance of 
foreign indebtedness. Every enter- 
prise will be demanding more expert 
technicians and more skilled labor. 
How many of each can the education- 
al system be made to turn out during 
the year, and how can they best be 
allocated in part satisfaction of the 
always unsatisfied demand? 


Year after year Gosplan accumu- 
lates knowledge of all the separate 
enterprises, and learns by experience 
how to evaluate their several reports. 
On the basis of all the information 
available, during September in each 
year “draft control figures” are is- 
sued, through the several centres, and 
down the several hierarchies of au- 
thorities, to every industrial, agri- 
cultural or cultural enterprise. There 
the still provisional outline of a plan 
is considered and discussed, not only 
by the manager or director, but also 
by the various committees of the 
Staffs and wage-earners. A remark- 
able outcome during the past three 
years has been, in innumerable cases, 
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the preparation of a “counterplan” at 
the instance of the workmen them- 
selves, whereby they pledge them- 
selves, if only the necessary materials 
can be supplied, still further to raise 
the output, lessen waste and reduce 
the cost of production. Then the plan 
itself, duly revised, is submitted to 
each enterprise for final criticism. 
The reports thus elicited necessarily 
involve a reconsideration of the whole 
plan at every point for the purpose 
of final adjustment. The completed 
draft is submitted to the Sovnarkom 
or Cabinet of the U.S. 8S. R., and also 
to the Politburo of the Communist 
party. With their sanction, the Gen- 
eral Plan is then published as the law 
of the land. It governs, for the ensu- 
ing year, the whole of the activities 
of every part of the U.S.S. R. 


Now, of course, it is impossible, 
even for the most skillful statisticians, 
in the best possible organization, to 
foresee all the contingencies of the 
coming year. Partly these contingen- 
cies can be met, as they occur, by ad- 
justments within the aggregate totals, 
or they can even be provided for in 
advance by specific reserves. More 
serious increases or decreases, caused 
by war or such calamities as wide- 
spread failure of crops, involve even 
more drastic changes in the plan. 
Hence Gosplan is perpetually at work, 
watching almost week by week the 
waxing and waning of output and 
consumption, throughout the whole 
area, of every branch of the service 
of the consumers; and making all the 
innumerable adjustments required. 

Though the total amounts which 
each Consumers’ Co-operative Society 
may order for its members’ consump- 
tion have necessarily to be fixed, the 
prescribed maxima apply only to large 
classes of commodities—about fifty in 
number—within which the several 
kinds, shapes, sizes, colors and so on 
can be ordered from whatever factory 
is preferred, and may be indefinitely 
varied according to the consumers’ 
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changing tastes or fashions, subject 
only to the total limit on the quantity 
of any particular material or com- 
ponent that will be available. Nor can 
any enterprise now go far wrong 
through mismanagement or mistakes, 
without finding itself pulled up. 

The Gosbank—State bank—has, 
during 1932, been brought to the aid 
of the Gosplan. Every enterprise is 
now required to keep one current ac- 
count only, and this at one or other 
branch of this particular bank, and 
to draw only on this account for 
wages and petty cash. The credit thus 
given is limited to the amount speci- 
fied in the plan, not only for each 
particular enterprise, but also for each 
period or stage of production. For in- 
stance, no more will be advanced to a 
particular State farm as wages for 
sowing than is laid down, and no more 
for the next operation until the sow- 
ing has been completed. All transac- 
tions between enterprises, whether 
for materials and components or for 
finished commodities, must be settled 
by check; and all cash receipts from 
consumers must be immediately paid 
into the bank, which is charged to 
communicate instantly with the Min- 
ister concerned, and with Gosplan it- 
self, as soon as any deviation from 
the current figures prescribed by the 
plan is detected. Moreover, the plan 
is deliberately so framed as to demand 
an amount of increase in the aggre- 
gate of production which is not likely 
to be attained in any particular year 
for every kind of product, in every 
enterprise, in every part of the U. 
Ss. S. R. 

The plan, in short, is always an ex- 
periment in practical idealism, The 
Soviet Government, without having 
read Browning, realizes that ‘‘man’s 
reach should exceed his grasp.” This 
annual asking of the Russian people 
to do rather more than can be uni- 
versally achieved operates as a pow- 
erful incentive to do the utmost that 
is possible. Perhaps here lies an ex- 
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planation of the economic paradox of 
an impoverished, backward and rela- 
tively inefficient nation like Soviet 
Russia steadily increasing its wealth 
production, and raising the standard 
of life of its whole people, at a time 
when all other nations are going back. 
Soviet Russia, from an economic 
standpoint, is still an extremely back- 
ward country. But this has been the 
case for at least a couple of centuries. 
The World War made conditions still 
worse; between 1914 and 1922, Soviet 
Russia suffered from disease, rebel- 
lion and famine. Only in the past dec- 
ade, during which its present eco- 
nomic system has been gradually put 
in operation, has the secular trend 
been reversed. Even after years of 
continuous improvement, the General 
Plan is admittedly imperfect. Each 
year reveals any number of mistakes. 
In Soviet Russia execution invariably 
falls short of projection. Inefficiency 
is chronic and endemic. Yet no critic 
would seriously suggest that, given 
these conditions, production would be 
greater if there were no plan. 


It may well be, as it is contended, 
that, in capitalist countries, private 
enterprise has thrown up, on the 
whole, abler business managers, more 
competent financiers, and captains of 
industry more successful than Soviet 
Russia has yet produced. It may be 
equally true that the stimulus of 
capitalist competition, under the in- 
centive of profit-making, makes those 
whom it affects more strenuous in 
achieving efficiency than can yet be 
expected of salaried officials, even 
when remunerated by bonus on out- 
put as well as salary—though curi- 
ously enough it is on armies of such 
persons that the captains of industry 
themselves rely for efficient working. 
But to these energetic profit-makers, 
success and efficiency are always 
measured, not by the aggregate 
amount of production, still less by the 
extent to which the needs and desires 
of the whole population are actually 
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met, but solely by the amount of 
profit reaped by the owners. Inciden- 
tally the enterprises that they own 
may render service to the community, 
put it is not the increase or improve- 
ment of that service at which they 
aim. They are as keen to win business 
away from rival undertakings as to 
cause an addition to the aggregate 
production; and much more eager to 
increase their own profit by main- 
taining or even by raising prices than 
to get their products supplied to the 
consumers at a lower rate. It is 
claimed with some plausibility that 
the effect of the industrial and com- 
mercial system of Soviet Russia is 
that the organization moves as a 
whole, without conflict and with com- 
plete concentration of energy, to- 
ward whatever amount and variety of 
production it has decided on. 

We have all been brought up to be- 
lieve that, whatever promises might 
be made about a New Social Order, 
there were two indispensable factors 
of a thriving community which could 
not possibly exist without private 
profit-making. Without this, we were 
told, there would never be any large 
amount of saving, and there would 
be no incentive to enterprise, adven- 
ture and the taking of risk. What has 
been the experience? Soviet Russia is 
year by year diverting from consump- 
tion by the present generation of con- 
sumers, at least a quarter of what its 
workers are producing, in order that 
the consumers in future years may 
reap the benefit in an assured higher 
standard of life. In no country, in all 
the world’s history, has there ever 
been “saved,” and invested in “capi- 
tal goods” so large a proportion of the 
nation’s aggregate income as during 
the past five years in this commun- 
ity where there is no private profit. 
And if enterprise, adventure and risk- 
taking are in question, Soviet Russia 
may be rash, may even be, in capital- 
ist eyes, a little mad, but for enter- 
prise and adventure, at great peril of 
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failure and loss, it has been unparal- 
leled in audacity. The proof is con- 
clusive that, whether for saving or 
for enterprise, we were wrong in as- 
suming that private profit is indis- 
pensable. 

Perhaps the most important differ- 
ence between the system of Soviet 
Russia and that of all other countries 
is made manifest in the matter of un- 
employment. When in the United 
States, Great Britain and Germany 
something like a quarter of the en- 
tire population is without wages, and 
every other capitalist nation is, more 
or less, in like state, Communists de- 
clare that it is idle to pretend that 
capitalist profit-making has any claim 
to be an efficient method of carrying 
on the nation’s production. In Soviet 
Russia, it is said, with every appear- 
ance of accuracy, there is today no 
mass unemployment whatever—noth- 
ing beyond the lost time incidental to 
the changing of jobs. The Soviet Gov- 
ernment proclaims that there is no 
able-bodied person of either sex for 
whom it will not, readily and imme- 
diately, find employment at trade 
union wages, either in productive 
work within his or her capacity, or 
else by way of training to become the 
skilled mechanic for whom the de- 
mand is urgent and apparently un- 
limited. And, lest it should be imag- 
ined—as has been carelessly assertéd 
—that this absence of unemployment 
is attributable to legal or administra- 
tive compulsion to labor, it has to 
be remembered that one unending 
trouble of industrial administration in 
Russia is the inveterate mobility of 
peasants and artisans alike. 

In the mines and factories the turn- 
over of labor is great and continuous. 
Far from being enslaved in their em- 
ployment, the men leave their situa- 
tions in droves on the slightest cause 
for dissatisfaction with the work or 
with the food or housing accommoda- 
tion or merely on vague rumors of 
better conditions elsewhere. From one 
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end of Soviet Russia to the other the 
visitor is constantly seeing crowds of 
workmen on the move and repeatedly 
hearing from factory directors of the 
impossibility of keeping their staffs 
from wandering. In nearly every dis- 
trict there is reported to be a chronic 
shortage of labor—a positive dearth 
of trained or skilled men, and even 
an insufficiency of “raw hands” from 
the villages. 

At this point we approach the most 
important of all the suggestions made 
by those who are in a position to know 
the truth about Soviet Russia. It is 
argued that in vesting the entire con- 
duct and control of production and 
distribution, not in the producers as 
such, whether capitalists or trade 
unionists, but in the representatives 
of the community of consumers, either 
governmental or cooperative, the 
Soviet system has almost unwittingly 
discovered the economic secret for 
which the world is searching. Only 
the conduct of industry by the con- 
sumers—who, as such, are not profit- 


makers—ensures an unhampered de- 
votion to an unlimited increase of 
production and lowering of price. Only 
this control by the consumers (who 
as such have no interest in speculation 
or finance) allows escape from the 
alternating booms and slumps of com- 


petitive industry. Only where the 
whole of production and distribution 
is undertaken by the representatives 
of the consumers can the entire body 
of workers—whose standards will be 
safeguarded by their trade unions— 
be secured against periodical mass un- 
employment, which no trade unionism 
can obviate. 

On the economic argument it seems 
as if, in Soviet Russia, there need 
never be any involuntary unem- 
ployment. The consumers’ demands, 
with a continual rise in the standard 
of life, will, each year, outstrip the 
output of the producers. The very 
basis of the system, the continuous 
payment at prescribed rates of wages 
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for work or training to the whole able- 
bodied population, automatically en- 
sures an effective demand that can 
be counted on in its aggregate amount 
for the whole of each year. It is the 
function of the administration to allo- 
cate the labor force of that year to 
particular forms of production in 
whatever varying proportions are re- 
quired to satisfy the particular de- 
mands of the consumers, up to the 
total arranged for. With the steady 
increase in the command over nature 
and the constant development of ma- 
chinery, the output per head goes con- 
stantly up, and as this is all divided 
up in wages the effective demand for 
commodities and services necessarily 
keeps pace with it. And this con- 
sumers’ demand, so the Russian Com- 
munists argue, knows no limit. 

When every one has enough food 
and clothing they will want more 
house room, better boots and finer 
dresses. When they become glutted 
with every kind of material goods 
they will demand more theatres and 
concerts, more holiday rest-houses 
and, strange as it will seem to some 
people, more opportunities for “im- 
proving their minds.” And if any 
nation ever approaches satiety there 
will always be a demand for more 
leisure, and a prolonged holiday for 
foreign travel may become the privi- 
lege of all instead of only a favored 
few. 

In short, what the Communists 
claim is that, in the deliberately 
planned production of Soviet Russia 
for the maintenance of the whole 
population on a substantially equali- 
tarian basis, with the entire elimina- 
tion of profit-making, and with the 
complete control of production and 
distribution exercised by representa- 
tives of the community of consumers, 
present and future, there need never 
be any involuntary unemployment. 
Such a momentous claim challenges 
the serious attention of the whole 
Western World. 





The Crux of National Planning 


By JOHN CORBIN 


{[Mr. Corbin is an author, editor and 
long-time student of public affairs. His 
most recent book is a biography, The 
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HEN national planning was pro- 
posed as remedy for the pres- 
ent economic predicament, scarcely a 
year ago, the first impression was of 
extreme radicalism. The proponents, 
Stuart Chase and Charles A. Beard, 
are unsparing critics of the capitalist 
order, and they took as their text the 
Communist Five-Year Plan, then at 
the height of its fame. What followed 
was, to those who paused to think of 
it, a paradox of the first order. A long 
succession of public men hastened to 
espouse the idea—men who are not 
at all radicals. They include Gerard 
Swope and Owen D. Young of the Gen- 
eral Electric Company, President 
Nicholas Murray Butler of Columbia 
University and Dean W. B. Donham 
of the Harvard Graduate School of 
Business, together with official spokes- 
men of the United States Chamber of 
Commerce and the American Federa- 
tion of Labor. To all appearances, So- 
cialists and capitalists, employers and 
employed, were at one. 

Yet from the start there has been a 
rift between the pioneering radicals 
and their conservative followers. The 
two schools agree, to be sure, that if 
industry is to be stabilized and cata- 
clysms like the present forestalled, 
some form of general control is neces- 
sary; but when it comes to the specific 
question as to that form they are as 
far asunder as the poles.* Not that 
they have joined issue. As yet the 


*See Mr. Beard’s compilation of the 
chief ‘‘plans” in America Faces the Fu- 
ture (Boston: Houghton Mifflin Company, 
1932). 


question has scarcely even been 
stated. It is as if the two schools, 
sensing an underlying antagonism, 
had made a voluntary Stillhaltung. 
Yet in any scheme of national plan- 
ning the question of general control is 
manifestly critical, indeed crucial. 

Curiously enough, the issue is not 
between communism and capitalism. 
Better than most of us Chase and 
Beard are aware of certain fundamen- 
tal differences between Russia and 
the United States. Though both coun- 
tries have been and still are men- 
aced by starvation, our main problem 
is a too-great plenty which makes un- 
employment inevitable; Russia’s prob- 
lem is a dearth of commodities, so 
that there is work and to spare for 
all. Moreover, the Communist dicta- 
tors face no knotty original problem 
of invention and control—the gradual 
spontaneous transformation of an ag- 
ricultural into an industrial society by 
the process of trial and error which 
has perplexed Americans for upward 
of a hundred years. They have only to 
take over the hard-won achievements 
of the liberty-loving and inventive 
capitalist order. For America the 
problem is to control the mighty free 
forces that have produced these 
things without killing the goose that 
lays the golden egg—again the task of 
newly constructive thinking, of effec- 
tive organization without tyranny. 
Except as an object lesson in certain 
of the possibilities of national plan- 
ning, Chase and Beard hold no brief 
for communism, even for the milder 
forms of socialism. 

Mr. Beard, who has been more 
closely identified with socialism than 
Mr. Chase, is especially outspoken in 
behalf of the capitalist order. Nation- 
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al planning, he insists, cannot ignore 
“the stubborn heritage of American 
civilization.” It must conserve the 
“traditions of personal liberty,” the 
“inventiveness and experimenting 
spirit of individuals’; it must con- 
serve “the dynamics of enterprise 
which has been so marked in the con- 
quest of this continent.” And in order 
to do so, “it must reward efficiency 
from the top to the bottom—a truth 
which the Russian Government is 
learning by bitter experience.” True, 
he adds that we must “lop off the 
deadwood of our futile plutocracy.” 
But from the depths into which our 
industrialists and bankers and states- 
men have plunged us can any one ob- 
ject to the prescription ? 

Moreover, as to the object and scope 
of national planning, the radicals and 
their conservative converts are at one. 
The Sherman anti-trust law must be 
so modified as to make agreements 
“in restraint of trade,” now a criminal 
offense punishable by jail sentence, 
not only permissible but regular and 
enjoined. Only so, as Mr. Swope points 
out, can “production and consump- 
tion” be “coordinated.” Instead of the 
present unrestrained competition, 
which results in a destructive glut of 
all commodities, we must limit pro- 
duction to the possible consumption, 
“thereby removing fear from the 
minds of the workers as to the con- 
tinuity of employment.” Furthermore, 
industries must make provision “as to 
surviving dependents in case of death, 
and as to old age.”” To the mind hide. 
bound by tradition, such measures 
seem sufficiently “socialistic,” and 
they are certainly radical in the true 
sense of the word; but Mr. Swope’s 
idea is warmly seconded, and is intel- 
ligently worked out in detail, by the 
United States Chamber of Commerce 
—which frankly pictures it as the 
means of insuring ‘“‘continuity of bus- 
iness” with the attendant dividends. 
No more laissez faire! 

Where, then, is the rub? It lies in 
the problem of a substitute for laissez 
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faire. The radical proponents of na- 
tional planning do not conceive that 
industry should be entrusted with, or 
that it is capable of exercising, abso- 
lute self-government. They propose to 
vest the planning power in an agency, 
an instrument of national control, 
which has been developing in the 
United States for almost half a cen- 
tury and which in recent years has 
had a rapidly accelerating increase of 
authority—the administrative tribu- 
nal, best exemplified by the Interstate 
Commerce Commission and the Fed- 
eral Reserve Board. At this business 
men, one and all, demur. They have 
had experience of “government by 
commission” and deeply resent it. 
What they propose is that our several 
basic industries, and also the national 
industrial structure as a whole, shall 
be empowered to adjust production to 
the possible consumption by a process 
of “voluntary self-government,” with 
only an inconsiderable minimum of 
“bureaucratic control.” 


That is the crux of the present situ- 
ation. Trivial as it may seem, it in- 
volves a principle which is funda- 
mental in the American Constitution, 
and it is quite capable of arousing 
prejudices and passions which lie deep 
in the American character. 


In the nation of today the several 
basic industries and public utilities 
are component parts, integral units, 
comparable in importance to the sev- 
eral States which it was the aim of 
the Constitution to unite and control. 
What the conservatives of business 
fail to perceive is that to endow them 
with the measure of self-government 
which they demand is to create a 
separate industrial imperium within 
the political imperio—a flat contra- 
diction of constitutional unity and 
authority. Quite as fatally as a seces- 
sion of States, it would split the na- 
tion in twain. The planning agency 
which Mr. Chase proposes is far less 
radical—a rehabilitation of the War 
Industries Board with powers softened 
and attuned to times of peace, yet suf- 
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ficient to insure the supremacy of 
the collective will and wisdom. Mr. 
Beard proposed a “National Economic 
Council” of the same order. Thus 
the collective procedure of the indus- 
tries would be less “‘voluntary,” their 
“self-government” less complete; but 
the unity of the nation, its authorita- 
tive leadership, would be preserved. 

The Chamber of Commerce briefly, 
but flatly, dismisses this idea of effi- 
cient national control. True, it pro- 
vides for “a National Advisory Coun- 
cil”; but it stipulates that this shall 
be merely “an advisory body as its 
name implies,” not “an executive 
board with functions like those of the 
War Industries Board.’ Much less 
would it be the planning brain and 
the organizing will of the National 
Government. The American Federa- 
tion of Labor is even more uncompro- 
mising. The voluntary “Congress of 
Industry,” which Matthew Woll pro- 
poses, “should outline its own course 
and direct its own destiny.” Gerard 
Swope at first proposed that the Fed- 
eral Trade Commission, or some body 
“specially constituted,” should “super- 
vise” industrial self-government; but 
he later explained that he meant it 
to act only “as a referee or umpire,” 
not as “a regulatory or managerial 
body.” This is the nearest approach 
made by either labor or capital to the 
Chase and Beard proposals. 


This conflict between the pioneers 
and their converts is, in its essence, 
the conflict that lies at the basis of 
most problems in government—in a 
capitalist State—how to adjust a 
maximum of individual liberty to the 
needful collective control. The laissez 
faire doctrine has long been on the 
scrap-heap; labor and capital both 
know that. But, as we have seen, the 
laissez faire instinct, the resentment 
of outside control, springs eternal in 
their breasts. They simply will not 
have commissions. 

Yet, in point of fact, they have little 
else. As often as a new problem in 
the world of affairs forces attention 
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upon itself, the obvious and only solu- 
tion is an administrative tribunal. For 
half a century the powers which the 
American Congress has delegated 
have tended always to increase, as is 
manifest in the history of the Inter- 
state Commerce Commission and the 
Federal Reserve Board. Commissions 
multiply and swarm until every great 
industry, with the exception of mines 
and oil wells, is subject to their con- 
trol—from the produce of the soil to 
the subtlest vibrations in the air. And 
oil companies and coal operators are 
now clamoring for administration on 
a national scale. Yet in Congress, as 
out of it, no tirade meets a readier ear 
than that against government by com- 
mission. 


Unlike America’s captains of indus- 
try and togaed orators, men of acutely 
legal mind have long been aware of 
this conflict between particularism 
and the national instinct, between in- 
dividual initiative and collective con- 
trol; and in the clearest terms they 


have shown what it portends. As early 


as 1906 Elihu Root said: “The in- 
stinct of self-government among the 
people of the United States is too 
strong to permit them long to respect 
any one’s right to exercise a power 
which he fails to exercise. Sooner or 
later constructions of the Constitu- 
tion will be found to vest the power 
where it will be exercised—in the Na- 
tional Government.” He was thinking 
primarily of the gradual slipping of 
power from the several States to 
Federal agencies; but the remark 
holds equally true with regard to the 
autonomy of those new units in the 
life of the nation, the basic industries 
and public utilities. They are here to 
serve and have the means to do so. 
The American instinct of national 
self-government will not forever per- 
mit them to play ducks and drakes 
with all the requisites of the good life. 

Note especially Senator Root’s 
recognition of the fact that the Con- 
stitution of the United States is 
largely unwritten, and is in continu- 
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ous process of being revised without 
specific amendment. What confronts 
the nation, and has done so during 
four decades, is a transformation of 
the eighteenth century instrument of 
American liberties, bringing it to 
grips with the industrial and economic 
fabric of the modern world. A quarter 
of a century ago, long before the pres- 
ent mighty development of commis- 
sions, Frederick Judson said, in The 
Law of Interstate Commerce: “This 
department of administration is in 
effect a distinct department, recog- 
nized as developed ex necessitate from 
the complexity of the functions of 
modern government. We are thus com- 
pelled to revise our time-honored con- 
ception of the distribution of the 
powers of government, as we have not 
only executive, legislative and judicial 
departments but also the department 
of administration, distinct from, and 
yet to a degree exercising the func- 
tions which have been appropriate to, 
each of the others.” 

The simple fact is that, in the mod- 
ern world, the effective liberties can 
be maintained only through a deli- 
cately balanced interplay of local and 
individual initiative with collective 
control. The “intelligent self-interest” 
which was the main reliance of laissez 
faire must always be a thing of might; 
but it must become a function, not 
merely of the human individual and 
the single plant but of the entire in- 
dustry and of the nation as a whole. 

May it be suggested, as politely as 
possible, that to ignore the modern 
development of the administrative 
tribunal, still in its lusty youth, or to 
assume that it can be turned backward 
and annulled, is to be lacking alike in 
imagination and the sense of fact? 
And may it be suggested that to do all 
this, without critical consideration of 
whatever good it may have accom- 
plished, and of such forces as are tend- 
ing today toward a lessening of its 
evils, is in the highest degree unscien- 
tific? Certainly it is not amiss to con- 
sider whether this new instrument of 
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government contains the seed of pre- 
cisely that balanced interplay between 
individual initiative and collective con- 
trol which alone can make possible in- 
dustrial planning and at the same time 
preserve the unity of the nation. 


Hitherto, it must be admitted, the 
personnel of American commissions 
has not, with a few notable exceptions, 
been commensurate to their great 
task. The salaries have been insuffi- 
cient to attract and hold men of the 
highest ability in industry, so that 
there has been a very considerable ad- 
mixture of job-hunters. Thus the com- 
missions become subject to personal 
and political pressure from the execu- 
tive who appoints and reappoints 
them. Twice in recent months Presi- 
dent Hoover has publicly brought his 
influence to bear upon the Interstate 
Commerce Commission, and the fact 
cannot be wholly excused on the plea 
that in both cases there was urgent 
need of decisive action. It is also true 
that their investigations have not al- 
ways been distinguishable from spy- 
ing, or their minute and dilatory reg- 
ulations in detail distinguishable from 
bureaucratic muddling and tyranny. 
Ill-paid, derided and denounced, they 
have too often proved worthy of their 
hire and their reputation. . 


The plight of great industries thus 
governed is not enviable. Under a gov- 
ernment that was intended to be rep- 
resentative they have no representa- 
tion either in Congress, which em- 
powers the commission, or on the com- 
mission itself, which governs them 
directly and often with an iron hand. 
No representation, that is, except by 
personal and political pull, by bribery 
and corruption—which are the inevi- 
table consequences of the denial of 
regular and adequate representation. 
And, having no way of effectively 
voicing their needs, they have no re- 
course against the rankest injustice 
except by the cumbrous and dubious 
process of appeal to the Supreme 
Court. In all the indictments against 
government by commission, that is at 
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once the gravest and the most valid. 

The sad fact is that the entire de- 
velopment has been destitute of crea- 
tive will and statesmanlike fore- 
thought. Congress has acted only in 
response to popular clamor against 
abuses too flagrant to be ignored, and 
so has acted reluctantly, without 
vision and conviction. 


As constituted in 1887, the Inter- 
state Commerce Commission had little 
more than the power to investigate 
and report, leaving the remedy to 
Congress. Alone among American 
statesmen Roosevelt saw the inevita- 
bility of commission government and 
its vast possibilities. The Hepburn 
Act of 1906, which he vigorously 
championed, gave the commission in- 
dependent power over rates and fares, 
independent power to prevent secret 
rebates. This was a measure mainly in 
behalf of the public. But the Trans- 
portation Act of 1920 looked to the 
needs of both public and railways. In 
order to eliminate strife, wasteful to 
all, it suspended the Sherman law, 


enjoining upon the commission and 
the roads jointly the duty of combin- 
ing a plexus of independent lines into 


a few competing groups. Thus the 
act of 1920 is a genuine document in 
national planning. 


The Federal Reserve Board has had 
a history much briefer, yet precisely 
similar. It has to its credit achieve- 
ments more momentous than those of 
the Commerce Commission, or at least 
more widely recognized and ap- 
proved; and in the present crisis its 
power over the national banking sys- 
tem has been notably increased. 

With regard to both these great 
commissions there is a marked ten- 
dency to extend to their industries the 
effective representation which they so 
sorely need—thus blending individual 
initiative with national control. The 
great Eastern railways have them- 
selves taken over the difficult task of 
forming regional systems, adequately 
competitive as groups, yet practicing 
every economy consistent with public 
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service. What they agreed upon had of 
course to be approved by the commis- 
sion; but no need is denied a hearing, 
no proposal is arbitrarily dismissed. 

The Federal Reserve Board, thanks 
to the late Paul M. Warburg, enter- 
tains a project for blending particu- 
lar representation with national con- 
trol which is as philosophic as it is 
realistic and practical. Mr. Warburg 
is chiefly known as the one authority 
in finance who had the acumen to 
foresee what happened in 1929 and 
the courage to warn the nation against 
it. Perhaps a greater claim to recog- 
nition lies in the wise influence he 
exerted from the start upon the act 
which established the board, and in 
his service as an original member of 
it. In his great work, The Federal 
Reserve System, is an account of a 
clash over the discount rate which 
occurred in 1927 between the board 
in Washington and the regional bank 
in Chicago. That regrettable incident, 
he thinks, could not have occurred if 
the board had been fully informed as 
to local conditions in the Chicago dis- 
trict and if at the same time the 
authorities there had been in touch 
with the ideas and aims of the central 
authority. Among several highly stim- 
ulating suggestions as to the compo- 
sition and powers of the board he 
proposes that it include always four 
men, a minority of its membership, 
who shall be sent to Washington from 
the several reserve regions. The na- 
tional authority would thus be forti- 
fied by ‘fa knowledge of local condi- 
tions,” and the regional bank would 
“accept its decisions willingly and 
without hesitation.” 

Perhaps the chief cause of the blun- 
dering and corruption so prevalent in 
modern government, both State and 
national, is a certain duality that has 
everywhere crept into them, a divorce 
of actual affairs from the normal 
course of politics. The United States 
is primarily a business nation, swayed 
by gigantic economic forces which are 
led by men who themselves are often 
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of gigantic stature. Yet neither the 
forces nor the men have any regular 
and legal way of making their needs 
comprehended—no normal represen- 
tation such as Mr. Warburg proposed. 
On the other hand are the politicians, 
a set of beings apart from the indus- 
trial life, men of minor stature who 
are swayed mainly by considerations 
as to votes, as to political salaries— 
and not always immune to bribery in 
one form or another. Would it not be 
as well if the captains of industry, in- 
stead of having no recourse but the 
stultifying and crooked ways of the 
lobby, were themselves to rise to the 
seats of counsel and of power? As Mr. 
Warburg suggests, appointees of the 
President, including Cabinet members 
and their under-secretaries, would be 
in the majority; yet even so—perhaps 
all the more—election by one’s busi- 
ness associates to a national commis- 
sion might well be coveted as the 
crowning honor of a business career. 

It would indeed be a sad commen- 
tary upon human nature if the cap- 
tains of industry still preferred crim- 
inal methods. And the nation itself 
would not suffer if the experienced 
ability of the world of affairs were to 
rise, as if automatically, to the seats 
of control. 

To the points upon which the two 
schools of national planning agree 
must be added one more, perhaps the 
most surprising of all. Hitherto the 
thought of industrialists has been 
mainly directed toward the upbuild- 
ing of the producing plant and the 
technical perfection of, its processes. 
Perhaps the chief cause of the depres- 
sion is that this has gone on without 
a concomitant upbuilding and perfec- 
tion of the machinery for distribution. 
Certainly the first task of national 
planning is to step up consumption to 
the measure of possible production 
and to render the good life more near- 
ly stable. Thus the first charge upon 
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industry must be a volume ot wages 
and disability payments sufficient to 
absorb the commodities produced. 
Though we have been the most widely 
prosperous of all nations, the average 
wage in all industries in the boom 
times of 1927 was $1,205 a year. The 
salaries of brain workers must, of 
course, be sufficient to insure a con- 
tinuance of the American tradition 
in education and culture and should 
ultimately make possible an increased 
welfare among this much depressed 
group. As Mr. Beard puts it, we must 
reward efficiency from top to bottom. 

Capitalist investors likewise must 
have a fair return. Such great gains 
as they have known are not likely to 
occur again, but stockholders should 
be amply compensated by the fact 
that dividends will no longer be sub- 
ject to the sudden evanishment wit- 
nessed of late. 

Is such a project socialistic? Cer- 
tainly the aim is pi2cisely that wider 
diffusion of prosperity, and that 
greater security in profiting by it 
spiritually, which has been the funda- 
mental aim of the Socialist. But that 
is only half the truth. The means by 
which it is to be achieved have long 
been familiar, a vital and functioning 
part of the American Constitution. 
One need not take very seriously the 
current outcries that capitalism is 
doomed. Yet it is all too obvious that 
it has broken down and is floundering 
helplessly, without effective leader- 
ship in either industry or politics. Is 
it not equally obvious that the only 
drastic thinking, the only clear and 
comprehensive project for reconstruc- 
tion, is that of the radicals? The time 
has been, no doubt, when their think- 
ing was as perverse as it was drastic; 
but it is so no more. To life’s little 
ironies one more has been added. From 
the text of the Communist experiment 
they have deduced the one sure means 
to justify capitalism. 





Political Dissent in 1932 


By SIDNEY HERTZBERG 


HE history of third parties in the 

United States contains little that 
is encouraging to political malcon- 
tents. Yet the current campaign finds 
at least seven minor Presidential as- 
pirants in the field and a mushroom 
growth of new parties of local scope. 
The reason for this is obvious. The de- 
pression has not only mothered a busy 
brood of little parties but has also 
given rise to a persistent feeling 
among level-headed observers that 
these disgruntled elements are suffi- 
ciently disgruntled to warrant the pre- 
diction that, in the near future, they 
will be welded into a political instru- 
ment powerful enough to combat the 
two old parties effectively. 

The most important of the minor 
groups, the Socialist party, is not a 
child of the depression at all. For 
thirty years its criticism of capitalist 
economy and its program for a new 
society founded on Marxian ideas, 
has remained substantially unaltered. 
It holds up a thoroughgoing Socialist 
State as its ultimate aim and at the 
same time puts forward a program of 
immediate demands for the improve- 
ment of the condition of the masses. 
The heart of the Socialist party’s na- 
tional platform is contained in the 
following sentence: “It proposes to 
transfer the principal industries of the 
country from private ownership and 
autocratic, cruelly inefficient manage- 
ment to social ownership and demo- 
cratic control.” These ends are to be 
obtained through “the united efforts 
of workers and farmers, organized in 
unions and cooperatives and, above 
all, in a political party of their own.” 
(For the complete text of the 1932 
national platform of the Socialist 
party see CURRENT History for Sep- 
tember, page 764.) 


Since the transition to complete 
socialism would begin with the imme- 
diate socialization of the most vital 
necessities, as soon as the party came 
into power, socialization is properly 
an immediate demand. But the plat- 
form also contains a list of measures 
for immediate enactment which the 
party admits are palliatives. They 
include two Federal appropriations of 
$5,000,000,000 each, one for immedi- 
ate relief of the needy and the other 
for public works programs including 
slum clearance and the building of 
decent homes for workers; the six- 
hour day and five-day week without 
wage reductions; compulsory unem- 
ployment compensation based on con- 
tributions by the government and by 
the employers; old age, health and 
maternity insurance; the abolition of 
child labor; steeply increased taxes on 
inheritances, large incomes, excess 
profits, &c., and the reduction of taxes 
on farm property; encouragement of 
farmers’ and consumers’ coopera- 
tives; proportional representation; 
abolition of the Supreme Court’s 
power to pass on the constitutionality 
of Congressional legislation; the pas- 
sage of a “Workers’ Rights” amend- 
ment to the Constitution specifically 
empowering Congress to enact the 
proposals made in the Socialist pro- 
gram; legislation to penalize officials 
for interference with the constitu- 
tional rights of citizens; adherence to 
the World Court and entry into the 
League of Nations; cancellation of 
war debts and reparations, provided 
the money released is not spent on 
armament; reduction of armament 
leading to total disarmament; recog- 
nition of Soviet Russia; prohibition 
of the sale of munitions to foreign 
powers, and the complete abandon- 
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ment of military intervention in the 
affairs of foreign nations. 

To bring this platform before the 
electorate, the Socialist party has 
nominated Norman Thomas for Presi- 
dent and James H. Maurer for Vice 
President. The widespread acceptance 
of Thomas’s intellectual and executive 
qualifications has broken down many 
barriers to the consideration of his 
ideas. He has become the recognized 
exponent of a classless society and his 
effectiveness in that rdéle is one of the 
greatest assets of his party. (See 
“Norman Thomas: Socialist Crusa- 
der,” by Claude M. Fuess, in October 
CURRENT History, page 1.) Maurer is 
the embodiment of class-conscious 
unionism. For sixteen years he was 
president of the Pennsylvania Federa- 
tion of Labor, and his Socialist activi- 
ties antedate the party itself. 

The Socialist party brings to the 
support of its program and candidates 
a political organism which is surpris- 
ingly small for the voting strength 
which it draws. The regular dues-pay- 


ing membership at the beginning of 
September was 15,971, an increase of 
5,582 since Jan. 1, 1932. The number 


of locals increased correspondingly 
from 752 to 1,022. The party’s candi- 
dates will be on the ballots of at least 
forty-four States. The circulation of 
Socialist papers is rapidly approach- 
ing 1,000,000. The party’s youth sec- 
tion, the Young People’s Socialist 
League, with a membership of approx- 
imately 3,500, is a valuable adjunct in 
propaganda activities. The budget for 
the entire national campaign probably 
will not exceed $50,000. The party will 
be aided by an influential non-parti- 
san committee for Thomas and Maurer 
headed by such men as Professors 
Paul H. Douglas, Morris R. Cohen and 
John Dewey; Oswald Garrison Villard 
and Elmer Davis. With an organiza- 
tion less than half as strong in 1928, 
Thomas and Maurer polled 267,835 
votes. How many of the 4,822,856 
votes which Senator Robert M. La 
Follette received in 1924 were Social- 
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ist votes cannot be known. In 1920 
Eugene V. Debs, running for Presi- 
dent from his prison cell on a straight 
Socialist platform, received 919,799 
votes. 

During the heat of the campaign, 
all the elements within the Socialist 
party will undoubtedly be united 
against “the common enemy.” But 
this will not make the existence of 
internal dissension less real. No po- 
litical party is complete without its 
Left wing and this is particularly true 
of Socialist parties. The so-called 
“militants” in the party here are the 
spiritual kin of the Independent Labor 
party in Great Britain although there 
is no indication that they intend to 
break away as the I. L. P. has done 
from the larger organization known 
as the Labor party. The militants of 
the American Socialist party believe 
that the class-struggle is an ever- 
present reality which should figure 
more prominently in the applica- 
tion of Socialist tactics; they deplore 
the tendency to depart from Marxian 
socialism, and they are opposed to 
opportunism and reformism. The most 
important concrete items in their 
program are a complete endorsement 
of socialistic efforts in Soviet Russia, 
the fostering of industrial unionism, 
wherever possible, and stronger ef- 
forts to convert the labor movement 
to the Socialist philosophy. 

Members of the Socialist party have 
found it difficult to take sides on the 
basis of these issues. The militants 
themselves were often allied with 
those against whom their policies 
were directed. In the beginning, the 
“old guard,” represented chiefly by 
Morris Hillquit, national chairman, 
agreed in principle with the militants 
regarding “pure Marxism” and oppo- 
sition to the alleged reformism of 
Thomas, but disagreed with their 
practical program. Subsequently it 
was discovered that Thomas was 
something of a “Left” himself and 
that he was in sympathy with the 
militants on the Russian and trade 
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union propositions. At the national 
convention in Milwaukee in May the 
militants won partial victories in the 
resolutions on these two questions. 
The bitterest fight, however, was over 
the selection of a national chairman, 
which resulted in Hillquit’s re-election. 
It seemed that the militants, made up 
principally of younger members, were 
anxious to get rid of a stodginess which 
they saw in the direction of party 
affairs and which they attributed 
to Hillquit’s leadership. Their attitude 
crystallized into an “activist” philoso- 
phy. The differences between the 
factions probably appeared to be 
wider than they actually were because 
the convention, in accordance with 
the party’s rules and traditions, per- 
mitted the fullest discussion of them. 
At any rate, all elements united in the 
belief that the path of the party 
seemed to point steadily upward. 

The oldest, but least important 
numerically, of the Socialist parties is 
the Socialist Labor party. It has 


nominated Verne L. Reynolds of New 


York for President and John W. Aiken 
of Massachusetts for Vice President. 
Collective ownership and control, ac- 
cording to its program, is to be ob- 
tained by uniting national industrial 
unions into “One Big Union.” It has 
no faith in political action or in im- 
mediate demands. In 1928 its national 
candidates polled 21,181 votes. 

The extreme Left position in the 
United States is occupied by the Com- 
munist party, a section of the Com- 
munist International. Within the past 
three years the growth of its influence 
has attracted considerable attention. 
Its 1928 vote was 48,228, but at the 
present time it claims a membership 
of 11,000, which leads to the expecta- 
tion that it will poll much more heav- 
ily this year. It derives some addi- 
tional strength from the control of at 
least a dozen affiliated organizations 
such as the Young Communist League, 
the Trade Union Unity League, 
the International Labor Defense and 
the Workers’ Ex-Servicemen’s League. 
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There are also four tiny satellite 
groups on the left. and right of the 
Communists that will probably sup- 
port its candidates. William Z. Fos- 
ter of New York, a seasoned labor 
leader, and James W. Ford of Ala- 
bama, a Negro, are its nominees for 
President and Vice President. 

The Communists differ from the 
Socialists in that they believe in the 
inevitability of a violent revolution 
and of a dictatorship of the prole- 
tariat before the cooperative com- 
monwealth can be ushered in. The 
Communist International Program, to 
which American Communists must 
adhere strictly, says: “The conquest 
of power by the proletariat does not 
mean peaceful capturing of ready- 
made bourgeois State machinery by 
means of a parliamentary majority. 
* * * The bourgeoisie cannot abandon 
its historical position to the new class 
without a desperate and frantic strug- 
gle; hence the violence of the bour- 
geoisie can only be suppressed by the 
stern violence of the proletariat.” In 
the last analysis, then, the Communist 
party is not a political party. Its 
adherents are presumably stocking up 
on instruments of war and learning 
how to use them. For them political 
activity is merely a convenient rostrum 
from which to preach “mass action.” 
The Socialists, in Communist eyes, are 
the particular “betrayers of the work- 
ing class” and their principal attacks 
are directed against them. These on- 
slaughts are rarely concerned with the 
difference in principle which inspires 
them. They are almost invariably 
attempts to discredit the Socialist 
leadership, and since the Communists 
have rejected such bourgeois virtues 
as honesty and fair play, the extent 
and variety of their attacks is bound- 
ed only by the fertility of their imag- 
inations. 

At this point, mention should be 
made of the discovery of Karl Marx 
by the nation’s intelligentsia and liter- 
ati and the subsequent pilgrimage to 
the regions of the Left. The class 
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struggle, the materialistic interpreta- 
tion of history and the theory of sur- 
plus value have pre-empted Proust’s 
place on Parnassus. What this will 
mean in terms of actual revolutionary 
activity is hard to say. The main 
body of the leftward caravan has left 
the Socialists in a cloud of dust and 
the Communists seem destined to re- 
ceive whatever benefactions are in- 
volved. 

The support of such populist senti- 
ment as exists in the country today, 
if not sought too earnestly by Gov- 
ernor Roosevelt, will probably be di- 
vided up among the smaller minor 
parties that abound this year. 


The Rev. James R. Cox, a priest 
from Pittsburgh, who has been active 
in behalf of the unemployed, was nom- 
inated for President by the Jobless 
party, which he organized. Dr. Victor 
C. Tisdal of Oklahoma is his running 
mate. Father Cox’s program includes 
the cancellation of war debts, full 
payment of the soldiers’ bonus, gov- 
ernment control of banking and pub- 


lic utilities, Federal expenditure of 
$5,000,000,000 for public works, tariff 
reciprocity, no more loans to foreign 
governments, conscription of wealth 


in national emergencies, “mighty” 
army, navy and air forces, unemploy- 
ment insurance and old-age pensions, 
a five-day week and a six-hour day, 
abolition of unjust injunctions and 
“vellow-dog” contracts, the right to 
peaceful picketing in strikes and re- 
lief for the farmers. 

William H. (Coin) Harvey, who 
attained nation-wide fame as an advo- 
cate of free silver, is again on the 
political scene as the nominee of the 
Jobless-Liberty party. Frank B. Hem- 
enway of Washington is the Vice 
Presidential candidate. Colonel Frank 
E. Webb and the Rev. Otis L. Spur- 
geon of Iowa are the candidates of the 
Liberty party. It was originally in- 
tended that the above three groups, 
whose programs are_ substantially 
the same, should form one party and 
make a unified campaign, but the tem- 
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peramental differences of the leaders 
prevented it. General Jacob S. Coxey, 
who marched with unemployed to 
Washington in 1894, is the Presiden- 
tial choice of the Farmer-Labor party, 
which has no support from the Far- 
mer-Labor party of Minnesota. His 
platform includes proposals for gov- 
ernment banking, free coinage of sil- 
ver and abandonment of the gold 
standard, abolition of the Federal 
Farm Board, unemployment insurance, 
full payment of the soldiers’ bonus, a 
five-year moratorium on mortgage 
foreclosures and public ownership of 
utilities. 

Even the Prohibition party, prima- 
rily a one-issue group with no roots 
in the economic situation, has de- 
clared for “the governmental owner- 
ship of all public utilities which can 
be owned and operated by the Federal 
Government, all proceeds above the 
cost of operation to be applied to the 
support of the Federal Government.” 
Its candidates are William D. Upshaw 
of Georgia for President and Frank 
S. Regan of Illinois for Vice President. 
Although these parties will be on the 
ballots of only a few Middle-Western 
States, it would be rash to brush them 
aside as of no importance with the 
country still in the grip of the depres- 
sion. Perhaps the most significant 
thing about them, aside from their 
number, is the similarity of their aims 
and the Fascist tendencies imputed 
to them. 

The political groups that have 
nominated Presidential candidates do 
not represent the sum total of third- 
party sentiment which exists through- 
out the country at this time. In esti- 
mating the extent of that sentiment 
account must be taken of purely local 
political groups and of non-political 
organizations with radical leanings. 
The platform of the Farmer-Labor 
party of Minnesota, which is in power 
in that State, contains the follow- 
ing declaration: “The capitalistic 
system is on trial for its life, and the 
common people must work out a new 
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order of things, set up a new social 
system under which every man and 
woman will be guaranteed the right 
to work and produce that he may 
enjoy the fruits thereof. We believe 
that this nation cannot endure half 
fed and half starved, half employed 
and half idle, and that every worker 
shall be guaranteed the right to 
enjoy the fruits of his or her own 
labor.”” While the party will give tacit 
support to Roosevelt in the hope of 
gaining Democratic votes for its State 
ticket, it is really third-party material 
in its less opportunistic moments, and 
even this year many of the rank and 
file are expected to vote for Thomas. 
The Farmer-Labor party of Cook 
County, Illinois, made up of members 
of 150 trade unions, has nominated 
Congressional candidates in Chicago. 
The Socialist party will support these 
candidates and the Farmer-Laborites 
will support the Socialist State ticket. 
The Independent Labor party of West 
Virginia, composed largely of miners, 
has nominated candidates for Con- 
gressional and local offices and will 
receive the support of the Socialist 
party. The Seattle Unemployed Citi- 
zens League, consisting of 16,000 
heads of families, has already elected 
a Mayor and Councilmen in that city 
and this year has nominated a State 
ticket. The Labor party at New Bed- 
ford has had electoral successes there. 
The Farmer-Labor party of Kansas, 
the North Dakota Non-Partisan 
League, the Labor party of Marion, 
Ohio, and the Progressive party of 
Rockford, Ill., are other groups that 
are fighting the two old parties. 
While the American Federation of 
Labor will officially continue the 
political policy of rewarding its 
friends and punishing its enemies (as 
it sees them), the labor movement is 
by no means a dormant factor in this 
Situation. In addressing the conven- 
tion of the New Jersey State Federa- 
tion of Labor in September, President 
William Green drew tumultuous ap- 
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plause when he remarked that the 
members of the federation would form 
“an independent political organiza- 
tion” if their interests could be best 
served by so doing. A week later the 
convention of the United Textile 
Workers, an important A. F. of L. 
unit, passed a resolution denouncing 
the federation’s policy of “bargaining 
for favors” and urging “the establish- 
ment of an independent political party 
of labor whose candidates cannot seek 
office on the tickets of the present 
major political parties.” At least two 
other important A. F. of L. groups, 
the State Federation of Labor of Ver- 
mont and the American Federation of 
Full-Fashioned Hosiery Workers, have 
endorsed Norman Thomas and James 
H. Maurer. “A unified mass labor 
party” is also one of the aims of the 
Conference for Progressive Labor Ac- 
tion, which was organized three years 
ago by A. J. Muste and Louis F. Bu- 
denz, labor educators. This organiza- 
tion has been increasingly active in 
labor struggles throughout the coun- 
try. It is not opposed to any exist- 
ing workers’ political parties or trade 
unions, but seeks “in every way and 
on every front to unify and build 
up the power of labor, so that the 
workers may take control of industry 
and government * * * and build a 
Sane and just economic system and a 
workers’ republic to be united in bonds 
of comradeship with workers’ repub- 
lics throughout the world.” Sentiment 
among union men for a new party is 
unquestionably growing. 

There are other straws in the wind. 
The Economics Division of the Na- 
tional Council of Christian Associa- 
tions, including the Young Men’s and 
Young Women’s Christian Associa- 
tions, has advocated political action 
through the Socialist party or the 
League for Independent Political Ac- 
tion for “social ownership of public 
utilities, natural resources and the 
basic industries.” The National Asso- 
ciation for the Advancement of Col- 
ored People advocates “redistribution 
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of present wealth by systematic taxa- 
tion of larger incomes and the future 
conduct of industry for public weal 
and not for private profit.” An incipi- 
ent political group, the New National 
party, was organized a few months 
ago by John Franklin Carter, who in- 
sists that his is not another “third 
party.” This group seems to have in- 
fluential backing. The only items in 
its program that Democratic and Re- 
publican politicians will find objec- 
tionable are compulsory unemploy- 
ment insurance and banishment from 
the United States for life of corrupt 
public officials. 

All these harbingers of revolt are 
being nursed along by a guardian 
angel in the form of the League for 
Independent Political Action, whose 
National Chairman is Dr. John Dewey 
of Columbia University and whose 
chief theoretician is Professor Paul 
H. Douglas of the University of Chi- 
cago. This organization has taken 
upon itself the specific task of form- 
ing a united third party. It is not 
putting forward a ticket of its own, 
but is confining itself to the endorse- 
ment of individual candidacies. In the 
three years of its existence the league 
has built up a dues-paying member- 
ship of approximately 10,000, with 153 
branches and twelve State organiza- 
tions. 

“While we do not necessarily sup- 
port every feature in the ultimate 
program of the Socialist party, we 
believe that in the present election the 
candidacy and platform of Norman 
Thomas and James Maurer is in- 
finitely preferable to those of the 
other parties.” This is the stand which 
the league took at its conference in 
July. Thomas welcomed the support, 
but warned his endorsers as follows: 
“Tama Socialist. I believe that in the 
Socialist philosophy and in the So- 
cialist program and in the building of 
a strong Socialist party is the chief 
hope for our time.’ Apparently this 
is a creed which the middle-class 
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membership of the L. I. P. A. is not 
ready to accept. Almost every item 
in the platform of the league can be 
duplicated in the platform of the So- 
cialist party. The crucial difference 
lies in the former’s rejection of the 
Marxian interpretation of the crisis 
and therefore of the revolutionary 
measures based on that premise. 


It is the intention of the L. I. P. A, 
to bring all these dissatisfied elements 
together at a conference next Spring 
in the hope of seeing them emerge as 
a unified political party. Such a con- 
ference would probably receive no sup- 
port from the extreme left, the Com- 
munists, and the extreme right, the 
Middle-Western Progressives. On Dec. 
25, 1930, Senator George W. Norris, 
dean of the Congressional insurgents, 
refused the invitation of the L. I. P. A. 
to lead a third party. A conference in 
Washington of about 100 progressive 
Senators, Governors, Representatives, 
economists and publicists during July 
of this year produced an “advanced” 
legislative program, but it failed to 
result in a permanent organization of 
any kind. In fact, no sympathy for a 
third party has ever come directly 
from any of the Progressives, even 
though they are always held to be on 
the point of bolting the old parties. 
The support of Governor Roosevelt by 
Senator Norris and other Progressives 
is an indication of the depth of their 
insurgency. The La Follettes of Wis- 
consin may now be amenable to the 
third-party idea in view of their chas- 
tisement in the Republican primary 
elections in September. But it seems 
fairly certain that none of the pioneer- 
ing work for a third party will be done 
by the Progressives, although they 
may find it advantageous to join later. 

It is probably true that a good deal 
of the protest sentiment which exists 
today is ephemeral and will vanish at 
the first sign of a real upturn. Its full 
extent and intensity will be judged 
after the election, when it is known 
how much of it has been formed into 
active parties with radical programs. 





The Origin of Premier MacDonald’s 
Visit to America 


By EDWARD 


{The following article on the origin of 
the meeting between President Hoover 
and Prime Minister MacDonald three 
years ago is written by the veteran news- 
paper correspondent who may well claim 
that he was responsible for bringing about 
that historic event. Mr. Hoover himself 
has since declared that Mr. Bell’s ‘‘ser- 
vice in the cause of international good- 
will has been unique in method and in- 
valuable in results,’’ while Charles G. 
Dawes, Ambassador to Great Britain at 
the time the meeting was arranged, has 
written that Mr. Bell’s ‘‘work has been 
most notable in the furtherance of inter- 
national peace and good understanding.”’ 
Still more direct is the testimony of W. 
L. Mackenzie King, former Prime Min- 
ister of Canada: ‘‘I have personal knowl- 
edge of the extent to which the good of- 
fices of Mr. Bell contributed to the in- 
ception and successful outcome of the 
negotiations which made possible the 
London Naval Pact.’?’ Mr. Bell was 
born in Indiana sixty-three years ago 
and has been engaged in newspaper work 
in America and abroad for fifty years]. 


r was on Jan. 2, 1929, that glancing 
up from my position on the main 
deck of the U. S. S. Utah, which was 
then approaching Hatteras and Hamp- 
ton Roads, I found standing before 
me Mr. Hoover, at that time Presi- 
dent-elect. He and his party had just 
covered some 20,000 miles on that 
famous Good-Will Mission to Central 
and South America. We were nearly 
home, and though most of us were 
happy, Mr. Hoover looked incongru- 
ously somber. He had looked so, as I 
had noted, at rather frequent intervals 
on the long journey, though the mis- 
sion itself seemed to be succeeding 
splendidly. 

Mr. Hoover knew that I had lived 
and worked many years in England 
and had numerous political and 
journalistic friends there. That is no 
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doubt why, as he sat down beside me, 
he asked, ‘“‘What do you think of the 
British-American situation?” My re- 
ply was: “I think it is bad.’”’ There- 
upon the President-elect asked, “Have 
you considered at all the problem of 
making it better?” 


I explained that it had been my in- 
tention to go to Great Britain on a 
mission of inquiry at the moment Mr. 
Hoover announced his purpose to tour 
the Latin-American countries, and I 
had delayed the proposed trip in order 
that I might be one of the correspon- 
dents accompanying him on his 
Southern journey. “I wish you would 
carry out that deferred intention,” 
said Mr. Hoover. ‘“‘Have you some idea 
of what can be done?” I asked. “No,” 
he replied; “‘the task seems to be one 
for a newspaper. The facts are 
obscure. Sentiment is not what it 
ought to be. We have the wrong 
atmosphere. Statesmanship cannot 
work constructively in such a con- 
dition of public opinion. That is the 
problem—to change public opinion. I 
think only the press can do it.” 


What, specifically, was on Mr. 
Hoover’s mind? He was pondering the 
British-American naval situation. It 
was worrying him. He felt that he 
saw in Great Britain an attitude of 
suspicion, distrust, fear of the United 
States, with a consequent British 
naval program or tendency that would 
make further naval expenditure by 
the United States necessary. 

It was clear from our conversation 
that Mr. Hoover was opposed grimly 
to increasing naval armaments, or any 
other armaments, for that matter. He 
considered them not only a huge and 
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unjustifiable economic burden but a 
cumulative peril to the peace of the 
world. Waste of British money on 
warships Mr. Hoover appeared to 
deprecate as heartily as he deprecat- 
ed similar waste of American money. 
It was his argument that a needless 
economic burden upon Great Britain 
involved a corresponding burden upon 
America, and that both were inimical 
to the social and business interests 
of the world. And his reasoning with 
reference to Britain and America he 
applied without modification to all 
other powers. If substantial reduc- 
tions in naval strength could be 
achieved, he believed that a move- 
ment for a reduction of all warlike 
machinery would gradually follow. 

What impressed me more than did 
anything else about Mr. Hoover’s 
standpoint in regard to armaments 
was the essentially economic cast of 
his thought. He was thinking of bet- 
ter living conditions for all peoples. 
Such conditions, in his opinion, could 
never be brought about while men 
were bending beneath the dire bur- 
dens of armies and navies. This great 
wrong against mankind must be miti- 
gated. If it were not, it would be ag- 
gravated, and if that happened, the 
hope of settled international peace, 
once and for all, might as well be 
foregone. 

Another fact which struck me 
forcibly about Mr. Hoover was the 
universality of his outlook. All idea 
of one nation profiting by the distress 
of another was absent from his 
thought. The great enterprise of man- 
kind was a common one. Prosperity 
anywhere aided prosperity every- 
where, and poverty anywhere was in- 
clined to promote its like everywhere. 

This characteristic of Mr. Hoover’s 
international philosophy we had seen 
illustrated in Central and South 
America. Our Latin neighbors did not 
anticipate Mr. Hoover’s coming with 
unqualified optimism. They feared he 
might not be so much in quest of 
good-will as on the alert for enlarged 
fields for American industry and 
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trade. Some said: ‘More dollar diplo- 
macy! The new American President 
will try to close Latin America against 
non-American manufactures and com- 
merce as the Monroe Doctrine closes 
it against non-American politics.” 

But the misgiving was not borne 
out. Mr. Hoover preached no sort of 
economic exclusivism in Latin Amer- 
ica. He made no effort to dam the in- 
flow of non-American capital or goods. 
On the contrary, he encouraged every- 
thing which he thought would con- 
tribute to Latin-American prosperity 
and stability. His mission was a good- 
will mission, indeed, its governing 
idea being, “Whoever adds to the 
wealth of any nation does something 
for the wealth of the world.” 

On March 18, 1929, two and a half 
months after the conversation with 
Mr. Hoover, I was privileged to lunch 
privately with Mr. Mackenzie King, 
then Prime Minister of Canada, at 
Laurier House, Ottawa. Traditionally 
ardent and intelligent in his advocacy 
of British-American harmony, he 
dwelt upon the immeasurable interests 
depending upon that harmony. “Feel- 
ing between the Americans and the 
British is not right,’ he said. “The 
situation, in fact, is deplorable. Post- 
war differences of view have created 
an estrangement harmful to both sides 
and latently threatening. Canada, as 
has been her consistent practice, will 
do everything in her power as a 
mutually sympathetic intermediary. 
Already her standpoint is operative 
in the highest British quarters.” 

That such a man as the Canadian 
Prime Minister, pivotally situated 
with reference to British-American 
relations, should stand resolutely by 
the side of Mr. Hoover, who had by 
then been inaugurated as President, 
for a radical and lasting improvement 
of those relations was emphatically 
encouraging. The disarmed Canadian- 
American border entered largely into 
Mr. King’s conversation. He agreed 
heartily with me that the principle 
of this unique boundary should be 
extended not only to the whole Brit- 
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ish-American frontier but to every 
frontier on the planet. 

“T call it the North American 
method,” said Mr. King. “It is the 
method of bilateral and conciliatory 
procedure. It is the method of reason 
and safety and mutual profit. America 
and Britain should tolerate no other, 
and their example should be adopted 
universally. Particularly, the big 
problems between the Americans and 
the British are too serious for a uni- 
lateral assertion of policy by either 
party. They demand bilateral exami- 
nation and discussion. They demand 
adjustment according to the North 
American method.” 

And so I left the Canadian Prime 
Minister assured of his vigorous and 
practical concurrence in the attempt 
to dissipate ill feeling between Britain 
and America, and thus pave the way 
for a statesmanlike handling of the 
two countries’ interrelated affairs, 
and above all the naval difficulty. 

During the voyage of the Ile de 
France from New York to Plymouth 
in the last week of March, 1929, Frank 
B. Kellogg, who had just resigned as 
Secretary of State and was on his way 
to Paris for an official portrait of 
himself for the walls of the State De- 
partment, talked world politics with 
some of his fellow passengers, includ- 
ing myself. On telling him what was 
taking me to England, he remarked, 
“excellent,” and instantly made clear 
his sense of the urgency of harmon- 
izing British-American relations. He 
was not alarmed about them, did not 
think there was any probability of 
war, but termed the situation “dis- 
agreeable, disadvantageous, and not 
without dangerous elements.” 

“A drastic clearing of the air in 
the English-speaking world,” Mr. 
Kellogg said, “is about the most de- 
sirable thing at present in inter- 
national politics. Naval or any other 
implicitly unfriendly competition be- 
tween Britain and America ought to 
be out of the question. Our fleets 
never will be used against each other. 
And, since this is a fact, and since 
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neither power is in any danger at sea, 
why should either build more war- 
ships? Why, in truth, should not both 
reduce their navies?” 

Intensely impatient of the talk of 
either Britain or America rising or 
falling at the expense of the other, 
Mr. Kellogg continued: “Britain and 
America are going to rise together. 
The British are not going to hurt us, 
and we are not going to hurt them. 
We are going to be mutually helpful. 
We are going to be so not only in the 
spheres of politics and culture but in 
the spheres of industry and trade. It 
is high time the whole idea of an- 
tagonism among nations were dis- 
missed from contemplation. It is a 
pagan idea, squaring with neither the 
physical facts nor the latest develop- 
ments of international law.” 

Moderate-sized navies approximate- 
ly equal in combat strength were 
recommended by Mr. Kellogg for 
Britain and America, his argument 
running thus: “If Britain had too big 
a navy, she might choose in certain 
circumstances a course inimical to 
peace. If America had too big a navy, 
she would lie under the same tempta- 
tion. Approximate parity of combat 
strength between the two forces 
would support counsels and policies of 
restraint and peace.” 

Mr. Kellogg consented to my mak- 
ing such use of his views on either 
side of the Atlantic as seemed likely 
to further the aims of my mission. 

Opposite me at a small luncheon 
table at the Garrick Club, London, 
sat J. L. Garvin, editor of The 
Observer and Britain’s foremost char- 
acter in personal journalism. He 
made it clear that he did not under- 
stand, and was extremely anxious to 
understand, President Hoover. Mr. 
Garvin obviously shared the world’s 
rather adverse impression of the new 
chief at the White House, for the 
world at that time was none too sure 
of Mr. Hoover’s liberal sentiments to- 
ward other nations than his own. 
“You have a feeling that the new 
President is not friendly to the Brit- 
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ish?” I said. “There is such a feel- 
ing,” Mr. Garvin replied. “Britons are 
disposed to regard the President as 
selfishly, even arrogantly, Ameri- 
can?’ was my next question, to which 
Mr. Garvin replied: “Some doubtless 
hold that opinion.” “It is wrong,” said 
I, whereupon he asked, “You know 
that ?” 

“T have it from the President’s own 
lips,” I replied. “I read it in his ex- 
perience and temperament; I accept it 
unreservedly. Mind you, he has not 
sent me to London. He has absolutely 
no responsibility for me, nor am I in 
any degree answerable to him. I am 
here as an independent newspaper 
man to beg my old friends in British 
journalism and politics to unite 
against the growing animosity be- 
tween our two countries in the hope 
of getting a permanent solution of the 
British-American naval problem, and 
of other British-American problems, 
in the interests of lighter armament 
burdens and a surer peace.” 

After a moment of silent thought, 
Mr. Garvin said: “I am grateful. I 
keep to my old line”—his “old line” 
being, as every one knows, that of 
untiring devotion to relationships of 
reciprocal advantage among the Eng- 
lish-speaking peoples. Then in a burst 
of emotion he went on: “Do you realize 
that half the world is waiting and 
praying for a quarrel between us?” 
“T think I do realize that,” I replied, 
adding: “Take it from me, it is going 
to wait a long time.” Then said Mr. 
Garvin: “The Observer is open to you 
to say anything you please about the 
President and about our joint affairs. 
Every ounce of the weight of my 
paper is at your disposal for the pur- 
pose you entertain.” 

I then made this statement: “A 
genuinely friendly feeling toward 
Great Britain and the whole British 
family of nations animates the new 
Administration at Washington. It is 
true, to be sure, that this disposition 
in no way implies hostility to, or lack 
of appreciation of, any other country. 
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No man understands better than does 
Mr. Hoover the truth and the sub- 
stance of the hypothesis of interna- 
tional interdependence. You may feel 
entirely confident of the President’s 
purpose to work wholeheartedly with 
other nations in the true spirit of in- 
ternationalism,” 

A few days later Mr. Garvin quoted 
those words on his editorial page, and 
commented: “These sane and friendly 
assurances we accept with complete 
belief. Mr. Hoover has been misrepre- 
sented ridiculously as the economic 
monster of a standardized continent; 
as the passionless intellectual of or- 
ganized materialism, devoted ruth- 
lessly to the ‘sacred egoism’ of com- 
mercial America, with little human 
feeling for other countries, and less 
good-will, if possible, toward our own. 
These are the egregious caricatures of 
statesmen and peoples by which busy 
prejudice sows mischief in the world.” 

There we mark the beginning of that 
amazing press campaign which, backed 
up by every great journal in the 
United Kingdom, ran through the 
Spring and Summer months of 1929, 
and which changed an anti-Hoover 
into a pro-Hoover attitude from end 
to end of the British Commonwealth 
of Nations. Nor was that all. Not 
in the whole overseas world was there 
a newspaper or critical journal in the 
English language which remained cold 
to the facts and ideas set aglow by Mr. 
Garvin in The Observer. In Tokyo, in 
Shanghai, in Hongkong, in Manila, in 
the capitals of Latin America— 
wherever people of English speech 
make newspapers or periodicals of any 
kind—one found the story and the 
various interpretations launched by 
Mr. Garvin’s rallying-cry, “Hoover 
and Hope.” 

It was on May 2, 1929, that Mr. 
Stanley Baldwin, then Prime Minister 
of Great Britain, received me in his 
room at the House of Commons. We 
talked for forty minutes, and that 
night I wrote these words in my diary: 
“I think it probably was my greatest 
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day in international affairs: the mat- 
ter is so big.” 

I had begun by saying to Mr. Bald- 
win: “Am I safe in assuming that 
you are among those who are not 
satisfied with the present British- 
American situation?” and he had re- 
plied, “Quite safe.” Then I asked, 
“You would like to put it right?” to 
which Mr. Baldwin replied: “I would 
do anything to put it right.” 

It struck me that my crucial oppor- 
tunity had come. It had been my judg- 
ment from the first that the crisis, 
the deplorable sequence of bickering 
and dissonant, not to say dangerous, 
policy due mainly to squabbling over 
the League of Nations and the war 
debts, called for something surpass- 
ingly picturesque, something in the 
quality of great drama, 

“Mr. Prime Minister,” I ventured, 
“will you do something no British 
Prime Minister hitherto has done? 
Will you erect a British-American 
landmark? Will you set a great diplo- 
matic precedent between the Old 
World and the New? Will you come 
to Washington for a heart-to-heart 
meeting and discussion with the Presi- 
dent of the United States? I can think 
of nothing else which seems to me 
fraught with anything like so much 
promise of a quick and complete 
restoration of understanding and con- 
fidence between your country and 
mine. Personal intercourse, what I 
have named primary diplomacy, on 
the part of Europe’s most responsi- 
ble statesmen has saved European 
civilization since the great war. Why 
not adopt the practice between Britain 
and America at least long enough to 
determine the broad lines of a con- 
clusive British-American accord?” 

After a little while Mr. Baldwin 
said: “I should love to see the Presi- 
dent. I should love to go over every- 
thing of interest to our two peoples, 
laying all cards face up on the table.” 

“May I say that to the President?” 
I asked. 
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“Yes,” Mr. Baldwin replied; “say it 
without reserve. The issues are so im- 
portant that I think a frank and full 
interchange of views of the highest 
moment. I should go to Washington 
not for any specific purpose, not to 
settle anything, but merely to talk 
and seek light. Hard as it would be for 
me to leave, if I were again Prime 
Minister after the pending general 
election, and if the President indi- 
cated that he really would be glad to 
see me, I should do my utmost to go.” 

That same evening I reported Mr. 
Baldwin’s language to President Hoo- 
ver, remarking: “This seems to me a 
great, perhaps historic, opportunity. 
I should be happier than I can say if 
you acted at once inviting Mr. Bald- 
win to the White House. Surely he is 
one of the most remarkable demo- 
cratic leaders of our time, and his 
desire for a lasting accord between 
Britain and America is as deep as is 
your own,” 

But the general election at the end 
of May, 1929, put Ramsay Mac- 
Donald in Mr. Baldwin’s place as 
Prime Minister of Great Britain. 

Early on June 26, 1929, just before 
the arrival of his Cabinet colleagues 
for a meeting, Mr. MacDonald re- 
ceived me in the reception room at 
10 Downing Street. I asked him if he 
were willing to do what his Conserva- 
tive predecessor had agreed to do—go 
to Washington for a conference with 
the President. And at the same mo- 
ment I handed Mr. MacDonald this 
typed memorandum, which ten days 
later I also put into the hands of Pres- 
ident Hoover at the White House and 
of Secretary Stimson at the State De- 
partment: 


I. Why the proposed Washington con- 
ference is urged: In order to get ac- 
quainted, to examine in the intimacy of di- 
rect conference the fundamentals of Brit- 
ish-American relations, to try to find the 
broad basis of an accepted and permanent 
British-American peace and to fortify 
the favorable sentimental position built 
up within the last three months on both 
sides of the Atlantic. 
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II. Unless this big thing is done now, 
many complications may intervene, and 
possibly nothing unique and conclusive 
will be done for years. Meanwhile, dis- 
aster might overtake us. Until we es- 
tablish the principle that in no situation 
shall war occur between us, we and the 
rest of the world are in greater or less 
peril. Anything like a great war tomorrow 
would bring us instantly face to face with 
the problem of getting our fleets, pas- 
sively if not actively, on the same side 
or taking terrible chances of collision. 
That is what we want—no war if we can 
prevent it, our fleets passively or actively 
on the same side if we cannot. Obviate 
the possibility of British-American mari- 
time opposition and you place a virtually 
indestructible foundation beneath the gen- 
eral peace of the world. 

III. It sometimes is suggested that a 
dramatic departure in British-American 
relations would alarm other nations. I do 
not think so; I think political education 
is too far advanced for such apprehensions 
to amount to anything appreciable. And, 
anyway, we cannot let our affairs drift 
simply because we may arouse a certain 
anxiety in others. We should show the 
world that no matter what others may 
have in mind we, at any rate, have turned 
our backs forever upon war between our- 
selves. 

IV. What I have roughly in mind is 
that the Canadian-American theory and 
practice of bilateral and conciliatory ap- 
proach to every British-American ques- 
tion shall have formal and final ac- 
ceptance as between the whole British 
world and the United States of America. 
In other words, the ‘‘North American 
method,’’ as Mr. Mackenzie King has 
called it, shall be universalized in the 
English-speaking political sphere. 


Mr. MacDonald scanned the mem- 
orandum slowly. Then suddenly he 
stood up. “They’re arriving,” he said, 
meaning his fellow Ministers. “Many 
thanks,” as he folded the memoran- 
dum and put it in his pocket. We went 
down the stairway to the entrance 
hall, where we met the leaders of 
British Labor. Here, finally, as the 
Prime Minister laid a hand on my 
shoulder and looked hard at me, he 
said: “Tell President Hoover I am in 
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complete sympathy with him in the 
matter of reducing armaments, and 
will do everything in my power to at- 
tain the end we both have in view. 
Tell him I am ready and eager to 
visit Washington at a moment mu- 
tually deemed auspicious.” 


That moment “mutually deemed 
auspicious” came in due course, some 
eight months after Mr. Hoover sat 
down beside me on the deck of the 
battleship Utah off Hatteras and 
Hampton Roads. Prime Minister Mac- 
Donald, as all remember, came to 
Washington and to the Rapidan; and 
the first fruits of his visit was that 
epoch-marking joint statement of him- 
self and President Hoover issued in 
Washington on Oct. 9, 1929, predi- 
cated upon “the assumption that war 
between us is banished.” That state- 
ment declared that “in view of the 
security afforded by the peace pact 
[the Briand-Kellogg pact], we have 
been able to end, we trust forever, all 
competitve building between our- 
selves, with the risk of war and the 
waste of public money involved, by 
agreeing to a parity of fleets, cate- 
gory by category.” 

Followed the successful. London 
Naval Conference of 1930, the polit- 
ical and financial missions of Secre- 
tary of State Stimson and Secretary 
of the Treasury Mellon to Europe in 
1931, the formal visits of Prime Min- 
ister Laval of France and Foreign 
Minister Grandi of Italy to Washing- 
ton a few months later—and the slow- 
ly developing, but clearly discernible, 
present movement for such an en- 
deavor to grapple with world prob- 
lems as has not had its equal for com- 
prehensivenes, for resolution, for 
knowledge in all the annals of inter- 
national cooperation, 





Who Is Sir Basil Zaharoff? 


By RALPH 


tT is not impossible that at some 

future time the world will know 
the truth about Sir Basil Zaharoff. 
Today, however, he appears merely as 
a shadowy figure, both heroic and 
diabolic, aged, phenomenally rich, 
silent upon his réle in international 
politics and finance. One of the many 
stories printed about him states that 
he has written fifty-eight volumes 
of autobiography, which are to be 
destroyed at his death, unpublished. 
Another insists that the memoirs 
have already been disposed of, and 
that they were so extensive that it 
took forty-eight hours to consume 
them in the furnace of his Paris man- 
sion on the Avenue Hoche. The heroic 
proportions—fifty-eight volumes, two 
days of burning—give some idea of 
the richness of the legend which has 
grown up about Zaharoff. 


As in most legends, underneath the 
fancy lies some modicum of fact, and 
it is interesting to seek a way through 
the accounts of a generation of sensa- 
tion-mongers, professional alarmists 
and ordinary hack-writers to what ap- 
pears incontrovertible in the life of 
this so-called mystery man of Europe. 
The circumstance that Zaharoff him- 
self has repeatedly refused to tell his 
own story to the public makes success 
difficult.* Despite this, it is not merely 
common curiosity that prompts inves- 
tigation; Zaharoff was undoubtedly a 
figure of international importance 
during his active years, and even in 
his old age he exerts an influence 
probably potent and far-reaching. 


*Advance proofs of this article were 
sent to Sir Basil Zaharoff and were re- 
turned with a letter dated Paris, May 7, 
1932, which stated that ‘‘my rule is never 
to say anything concerning myself.’’ 


THOMPSON 


Typical of the vagueness enveloping 
Zaharoff’s life is the fact that the two 
books which give the fullest accounts 
available do not even start from the 
same place. R. Mennevée, in Sir Bazil 
Zaharoff, L’Homme Mystérieux de 
L’ Europe (Paris, 1928), on the certi- 
fication of the Patriarch of Constanti- 
nople, makes the date of Zaharoff’s 
birth Oct. 6, 1849, and the place 
Mouchliou, a suburb of Constantino- 
ple. Richard Lewinsohn, German jour- 
nalist, whose book has been translated 
into English as The Mystery Man of 
Europe (Philadelphia, 1929), agrees 
with Mennevée on the date, but marks 
the birthplace as Mughla, a village in 
Southwestern Anatolia,some hundreds 
of miles from Constantinople—this on 
the authority of a parish register. 
Other accounts vary in both place and 
date. 


The same confusion attends the 
question of parentage. “Zaharoff” is a 
Russian name, but apparently Sir 
Basil’s racial background is principal- 
ly or entirely Greek, despite sugges- 
tions of French or Jewish lineage. To- 
day Zaharoff may or may not be a 
French citizen; France has awarded 
him a Grand Cross of the Legion of 
Honor, which is rarely bestowed on 
foreigners. But he is also a Knight 
Grand Cross of the British Empire, a 
distinction usually conferred only on 
British citizens. In 1922 a formal in- 
terpellation in the French Chamber of 
Deputies demanded the facts of Zaha- 
roff’s citizenship, but Poincaré, then 
Minister of Foreign Affairs, vouch- 
safed no answer, although replies to 
interpellations are, under French par- 
liamentary rules, obligatory. 


That Zaharoff’s sympathies, as well 
as a share of his fabulous wealth, 
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have been freely bestowed upon 
Greece is often alleged. Lewinsohn 
states that as a young man Zaharoff 
was befriended by Stephen Skouloudis 
(later Prime Minister of Greece) and 
that it was through him that a connec- 
tion was established in 1877 with Nor- 
denfeldt, the Scandinavian armament 
manufacturer —the first step in a 
long and colorful career in war sup- 
plies and munitions. If so, over and 
above any more simple ties of racial 
loyalty, Zaharoff had reason to be 
grateful to a Greek, for once he had 
connected himself with a munitions 
manufacturer, the foundations of vast 
wealth and influence were established. 
By 1895, most accounts agree, Zaha- 
roff had had an interest in Russian, 
Turkish, English, French and German 
armament concerns, and eventually 
became the controlling power of Euro- 
pean munitions. Perhaps it is true 
that in 1914 he had large interests in 
both Krupp in Germany and Vickers 
in England. If so, for once he found 
himself ideally situated on both sides 
of the fence! 

The rise from an obscure birth in 
Turkey to a prominence which could 
dictate national policy in wartime—or 
perhaps dictate when the wartime it- 
self was to come—has not been satis- 
factorily explained. Some say Zaha- 
roff was really born a poor boy, an- 
other that he was sent to Eton in 
England and inherited a fortune from 
his father, another that the school 
was not Eton, but Rugby, and was 
followed by Trinity College, Cam- 
bridge. Mennevée, who of the two prin- 
cipal commentators is the more sys- 
tematic, frankly admits he does not 
know the truth about Zaharoff’s as- 
cent to riches and fame, yet does not 
hesitate to imply that his subject was 
shrewd in a sense not always conso- 
nant with the canons of fair play. 

That Zaharoff, at least occasionally, 
advanced his fortunes by fair means 
or foul is attested by a story in Sir 
Hiram Maxim’s book, My Life (Lon- 
don, 1915). Speaking of the Maxim 
rapid-fire gun and his efforts to es- 
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tablish it over its great rival manu- 
factured by Nordenfeldt, Maxim tells 
of a competitive trial held by the 
Austrian Government in the 1880s, 
The Nordenfeldt apparatus had beat- 
en the field until Maxim arrived with 
his American invention, which proved 
the more serviceable arm. Archduke 
William told Maxim that he was de- 
lighted with it, but that he had near- 
ly not come to the trials because “the 
agent of the other gun” had tried to 
persuade him that a “philosophical in- 
strument maker” could not manufac- 
ture an efficient piece in quantities. 
Maxim further states that the Nor- 
denfeldt agent, who “spoke all lan- 
guages and was a very plausible talk- 
er,” had also circulated false reports 
to the press with the intention of 
damaging his rival’s product in the 
public estimation. That Maxim does 
not mention Zaharoff by name may be 
explained by the fact that Norden- 
feldt, in 1888, was amalgamated with 
the Maxim Gun Company and became 
Vickers Son & Maxim, Ltd. 


In Mennevée’s book, which is an in- 
consecutive mass of information, part- 
ly definite, partly indefinite, and en- 
tirely antipathetic, one is constantly 
reminded that Zaharoff has achieved 
his position by Machiavellian tactics 
and has profited by moves which took 
little care of an opponent.* Always 
protecting the Vickers interests, Zaha- 
roff is said to have played a canny 
international game, swinging his 
firm’s support, for instance, to the 
creation of a Turkish navy after Rus- 
sia had objected to the foreign finan- 
cial control of Chantiers Navals de 
Nicolaieff, a syndicate which built 
ships for the Russian fleet; setting up 
ostensibly French munitions compa- 
nies, which were actually British-con- 
trolled; extending Vickers’ power into 


*It is interesting to note that Menne- 
vée’s views have not changed since his 
book was published three years ago; ina 
letter to the editor of CURRENT HISTORY 
dated Paris, April 6, 1932, he stated that 
“I have no reason to revise what I have 
written.”’ 
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Rumania, Spain, Canada and even the 
United States. 

Nor, according to Mennevée, has 
Zaharoff contented himself with man- 
ipulating the international munitions 
market. When, in 1916, French inter- 
ests desired to establish in the Balkan 
States a news service which would 
present the French point of view 
rather than that of the great German 
publicity bureau, the Wolff agency, 
Zaharoff was prevailed upon to sup- 
ply the funds, and L’Agence Radio 
was formed and functioned until Reu- 
ter, the British news bureau, caused 
Zaharoff to withdraw his support. By 
repute always eager to further British 
policy, Zaharoff is said to have 
brought French petroleum interests 
under the thumb of the Anglo-Per- 
sian Oil Company, which is directly 
connected with the British Govern- 
ment. This was achieved either 


through the setting up of a dummy 
company or by means of secret repre- 
sentatives on the directing board of a 
bona fide French corporation 


These examples are but a few of the 
many which Mennevée calls to the 
support of his thesis that Zaharoff, 
the man so signally honored by 
France, has been no friend to her. 
Why, then, were the honors bestowed ? 
This question has been asked in the 
French Chamber of Deputies, but, like 
many others relating to Zaharoff, it 
has never been satisfactorily an- 
swered. Mennevée imputes the success 
with which Zaharoff played his game 
to Georges Clemenceau. It was, for 
instance, during Clemenceau’s Minis- 
try that Zaharoff’s interests obtained 
French oil concessions; it was through 
Clemenceau that Zaharoff rose in the 
ranks of the Legion of Honor; it was 
through Clemenceau’s ‘diplomatic 
treason” that he obtained virtual con- 
trol of the principality of Monaco. 

Here the story runs upon the rocks 
of contradiction once again. Zaharoff 
himself is reported to have said in 
1926 that he was “not even indirectly 
interested in the Monte Carlo Casino” 
—a statement which, as every one 
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knows, is tantamount to saying that 
he was not interested in the principal- 
ity of Monaco. It is indisputable, how- 
ever, that for some thirty years Za- 
haroff has spent much time at his 
villa on the Céte d’Azur, and it is not 
impossible that, as Mennevée claims, 
he obtained control of Monaco for 
purely personal reasons. In 1923 a 
newspaper account stated that Prince 
Louis of Monaco had found himself 
in financial straits and that only by 
selling a large block of stock in the 
Société des Bains de Mer to Zaharoff 
was he able to avert bankruptcy. 

But, according to Mennevée, the cir- 
cumstance was not so simple. “For 
reasons as mysterious as his own per- 
sonality—perhaps for himself, per- 
haps to further British policy, per- 
haps even to try to set up for a person 
particularly dear to him a sort of en- 
tailed estate—Zaharoff saw the possi- 
bility of becoming secret master of 
the principality of Monaco, and * * * 
obtained, on July 17, 1918, from M. 
Clemenceau, Premier and Minister of 
Foreign Affairs, a secret treaty which 
disengaged the principality from the 
rights of sovereignty which France 
had exercised there * * * and made 
it an independent and entirely sov- 
ereign State.” 

The “secret treaty” of July 17, 1918, 
was denounced in the French Senate 
in 1921 by M. Gaudin de Villaine, Sen- 
ator from La Manche, who demanded 
of Poincaré, then Premier, why the 
government had “alienated France’s 
imprescriptable rights over her fief.” 
Actually, in the treaty of 1918 the 
Prince of Monaco “guarantees to ex- 
ercise his right as a sovereign in per- 
fect conformity with the political, mil- 
itary, naval and economic interests of 
France,” and France, on the other 
hand, “assures the principality of Mo- 
naco the defense of its independence 
and guarantees the integrity of its 
territory as if that territory were part 
of France.” But this treaty was, by 
admission of both contracting parties, 
drawn up only because both were ‘“‘de- 
sirous of confirming by formal means 
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the protecting friendship that, ac- 
cording to happy tradition, the princi- 
pality had always received from the 
French Government.” Here is hardly 
grounds for crying “diplomatic trea- 
son.” Yet Mennevée denounces it as 
such—and, furthermore, charges that 
the whole affair was “indubitably” 
inspired by Zaharoff. 

Are we here in the realm of a fancy 
which has thrived on such stories 
as that Zaharoff’s Paris home is 
equipped with a gold dinner service 
and jewel-inlaid spoons? Lord Beaver- 
brook, the British newspaper owner, 
has not balked at saying of Zaharoff: 
“The destinies of the nations are his 
sport; the movements of armies and 
the affairs of governments his special 
delight. In the wake of war this mys- 
terious figure moves over tortured 
Europe.” A New York newspaper some 
years ago announced that the chief 
pleasure of this strange man is in 
cookery; he spends long evenings in 
“his wonderful kitchen, cooking rare 
dishes.” Or again: “On many occa- 
sions airplanes would bring strange 
sea food from distant waters to be 
prepared in London in the morning 
and to be eaten by him at noon in 
Paris.”’ The German Government, dur- 
ing the war, put $100,000 on his head, 
dead or alive.* He speaks fourteen 


*If this be true, official Germany later 
had reason for a change of attitude to- 
ward Sir Basil Zaharoff. Dr. Richard 
Lewinsohn, author of The Mystery Man 
of Europe, on May 13, 1932, wrote to the 
editor of CurRRENT History as follows: 
“Upon the appearance of my work on 
Zaharoff, which was first published in 
the Berliner Illustrirten Zeitung, the For- 
eign Minister, Mr. Stresemann, asked me 
to call upon him (I was then financial 
editor of the Vossische Zeitung, Berlin) 
in order that we might discuss this man. 
Stresemann had read my work on Zaha- 
roff and had been exceedingly interested 
in it. He told me that during his Chan- 
cellorship he himself, as representative 
of the Reich, had had some important 
financial negotiations with Zaharoff, for 
in the Autumn of 1923 Zaharoff had of- 
fered Germany through a third party a 
large loan for currency stabilization and 
for food supply. Stresemann at that time 
had not known who Zaharoff was, but, 
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languages fluently. When King Fuad of 
Egypt visits Paris, his hotel is Zaha- 
roff’s mansion. Even the British King 
and Queen call for tea when they hap- 
pen to be in town. At any rate, so 
one may read. 

Zaharoff’s efforts in the Greco- 
Turkish War of 1920-22 are, if what 
we know of them be true, more logical 
than other activity imputed to him, 
for both parentage and certain per- 
sonalities may have made him sympa- 
thetic toward Greek aspirations, That 
Great Britain gave moral support to 
Greece in her vain attempt against the 
Turks is well known; Lloyd George 
said as much in 1922—although prob- 
ably only he of the British Govern- 
ment was a Hellenophile at the time. 
The origin of the Prime Minister’s pro- 
Greek leanings, an attitude which was 
in a measure responsible for the down- 
fall of his government in October, 
1922, has been traced to Zaharoff. 
Apparently Zaharoff met Venizelos, 
the Greek patriot, during 1918 and 
then agreed to exert his influence to 
the end that France and Great Britain 
would support the new Greek empire 
which was to rise from the ruins of a 
war-riddled Turkey. France, however, 
resisted any such blandishments, and 
favored the Kemalist Turks rather 
than Greece, which promised to he 


inquiring of the German Embassies in 
Paris and London, had found out that he 
was an unusually rich man who appeared 
to be very sincere in his offer. Strese- 
mann told me that he was himself much 
interested in the possibilities of the loan, 
but that nothing further came of the ne- 
gotiations because affairs in Germany al- 
tered rapidly and because a change in 
administration gave Marx the Chancellor- 
ship, leaving Stresemann with only the 
portfolio of Foreign Affairs.’’ Dr. Lewin- 
sohn also points out that in an edition of 
Stresemann’s notes and papers, the first 
volume of which has recently been pub- 
lished in Berlin by the Ullstein Press, 
there is further discussion of the circum- 
stances under which this loan was pro- 
posed, together with relevant passages 
from the memoirs of Lord D’Abernon, 
who was the Ambassador of Great Britain 
in Berlin at that time and with whom 
Stresemann discussed Zaharoff’s role in 
the scheme. 
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too tractable an agent of British pol- 
icy along the Dardanelles. But Great 
Britain was willing—or, at least, 
Lloyd George was willing.* An Ameri- 
can newspaper said at the time of his 
resignation in 1922 that the inspira- 
tion of the Prime Minister’s Levantine 
policy had been a beautiful Greek wo- 
man, who often passed days at 
Chequers, having been introduced 
through the kind offices of Basil Za- 
haroff.+ 

In August, 1921, Lieut. Col. Walter 
Guinness, member for Bury St. Ed- 
munds, startled the British House of 
Commons by a denunciation of British 
policy in the Greco-Turkish affair. “I 
cannot find any expert,” he declared, 
“whether traveler or soldier, who ap- 
proves of our present and recent 
policy in the Near East. This is not to 
say that the Prime Minister has no 
counselors. I believe that in this mat- 
ter the voice behind the throne, or, I 
should say, behind the Presidential 
chair, is that of Sir Basil Zaharoff.” 
Mr. Aubrey Herbert, speaking before 
the same legislative body on July 17, 
1922, restated the idea. “He [Zaha. 
roff] has been one of the strong sup- 
porters of our Greek policy. The re- 


*Further evidence in the connection 


has been given by Lieut. Commander 
J. M. Kenworthy, member of the British 
House of Commons from 1919 to 1931, 
who wrote on May 6, 1932, to the editor 
of CuRRENT History that ‘‘Lloyd George 
was genuinely friendly to Greece and be- 
lieved it was in British interests to support 
her against Turkey after the World War. 
I disagreed with Lloyd George, and fre- 
quently argued the question out with 
him.’”’ Lieut. Commander Kenworthy 
added in the same letter that ‘‘the late 
Right Hon. T. P. O’Connor was a close 
friend of mine, and also of Zaharoff’s. 
O’Connor always defended him.’’ O’Con- 
nor’s reminiscences, published in New 
York three years ago as Memoirs of an 
Old Parliamentarian, however, contain 
no mention of Zaharoff. 

+The ‘‘beautiful Greek woman’’ was re- 
ported to be Lady Domini Crosfield, the 
former Domini Elliadi. In a letter to the 
editor of CuRRENT History dated London, 
June 3, 1932, Lady Crosfield neither con- 
firmed nor denied this allegation, al- 
though she stated that she was acquainted 
with Zaharoff, 
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sult of that Greek policy has been 
that the whole of the East is in chaos 
and that Great Britain has made ene- 
mies throughout the entire East. Sir 
Basil Zaharoff is reputed to have paid 
£4,000,000 sterling out of his own 
pocket for the upkeep of the Greek 
invading force in Asia Minor.” To 
these charges Lloyd George made no 
definite reply, despite the fact that 
many London periodicals discussed 
the matter. 

The story of Zaharoff as we know 
it is, however, not all politics and 
finance; the inevitable ingredient of 
romance—in its most highly seasoned 
form—has been made part of the pot- 
tage. The term “richest man in 
Europe” (or minor variations upon 
that title) has made almost necessary 
a love affair of equally superlative 
degree, but, surprisingly enough, 
Zaharoff’s marriage to the Duchess of 
Marchena, widow of a cousin of Al- 
fonso XII, is one of the few events in 
his life which appear to be beyond 
dispute. The wedding took place in 
1924, when Zaharoff was well over 
70 and his bride, though younger, had 
been for some time a grandmother. 
Less than two years later Mme. 
Zaharoff died in Monte Carlo, and the 
principality which rumor said had 
been acquired as a dowry for the lady 
was, if that be true, without a mis- 
tress. 

As in the other instances, a pleas- 
ant choice of alternatives here greets 
those who are curious about Zaha- 
roff’s life. The story goes that as a 
still unknown munitions salesman in 
the late 1870s, Zaharoff fell in love 
with an exquisite young girl whom he 
encountered on a railway train, and 
through her good offices (she was the 
Duchess of Marchena, wife of Prince 
Francisco de Bourbon, Duke of Mar- 
chena) won a magnificent $25,000,000 
order from Spain and a partnership 
in the firm he represented. Another 
account states that while descending 
the staircase of a Madrid palace Za- 
haroff saw a man throttling a young 
woman. Gallantly intervening, he 
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found he had saved the Duchess of 
Marchena from her cruel husband. 
Whatever circumstances did attend 
that first meeting, once it took place 
Zaharoff was smitten, and even the 
embattled Mennevée approves in these 
words: “The profound affection which 
Sir Basil Zaharoff bestowed upon the 
Duchess of Marchena for more than 
thirty years, during which he patient- 
ly awaited the day on which he might 
finally give his name to her, * * * will 
perhaps be the reason for which, in 
the words of the Gospel, much will be 
forgiven him.” Perhaps also on other 
scores this man of mystery will be 
“forgiven,” for he has been a patron 
of science and letters and a public 
benefactor from time to time. It is 
said that the officers of the Paris 
Zoological Gardens were speechless 
with surprise when a stranger—iden- 
tified later as Zaharoff—on the spur 
of the moment handed over 500,000 
francs for the repair of the drafty 
monkey houses. This reputed enemy 
of France is said to have given 1,000,- 
000 francs to the “save-the-franc” 
fund, over 200,000 francs to help de- 
fray the expenses of French athletes 
at the 1920 Olympic games and 700,- 
000 francs to the University of Paris 
to found a chair of aviation, in addi- 
tion to gifts to other universities and 
institutions abroad. In 1922 he estab- 
lished the Prix Balzac, which is one 
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of the many literary prizes of France. 

The formula, after all, demands 
good deeds with the bad. For it is a 
formula that has directed the shaping 
of the Zaharoff story as we have it 
today. The contemporary commenta- 
tor must resign himself to the fact 
that he is facing a legend, as much as 
a man, in writing of Basil Zaharoff, 
who, whether he deserves his noto- 
riety or not, has become the prey of 
the makers of twentieth-century folk- 
tale. Reduced in proportions and 
turned perhaps by nationalist senti- 
ment into a harmful rather than a 
protecting force, Sir Basil Zaharoff is 
the modern counterpart of any one of 
a half-hundred legendary figures. As 
the history of the last few decades is 
put together piece by piece, with the 
help of the memoirs of the leaders in 
statecraft and industry, exposed secret 
archives and files of diplomatic cor- 
respondence, we shall know how much 
of the Zaharoff story is true and how 
much is fable. In the meantime, we 
shall continue to be regaled with 
vivid accounts of international machi- 
nations, or perhaps even an idyl or 
two of an old man benignly living out 
a fabulous life in the sun of Monte 
Carlo. Such stories are engrossingly 
easy reading. They carry one along 
as might an avowedly romantic novel. 
Nevertheless, they may contain the 
authentic note of history. 





A Test for the Modern Woman 


By MARY 


{Mrs. Beard is co-author with her hus- 
band, Charles A. Beard, of The Rise of 
American Civilization and author of On 
Understanding Women.] 


NE of the serious consequences 

of the depression is the disaster 
which has overtaken rugged American 
feminism. Just at the hour when it 
seemed that the women’s program of 
equal rights was to be fully realized 
after a struggle of eighty years, the 
crisis came to leave the movement 
stranded. 

American women have been accus- 
tomed to a high degree of personal 
privilege and they are unprepared 
both physically and mentally to cope 
with financial calamity. Indeed, they 
appear to be more stunned than men, 
judging from the silence among them 
as to the means of recovery. Women 
had turned so far from the broad 
study of life in their effort to emulate 
the men in the immediate landscape 
that they failed to foresee that the 
equality which they coveted might 
eventually prove to be equality in dis- 
aster. 

The very transfer in the ownership 
of wealth to women in recent years in 
America is in part their misfortune, 
because property rights are now a 
heavy burden on their hands. Equal 
pay for equal work, especially in the 
teaching field, grows meaningless 
when an entire staff of instructors has 
to serve without remuneration; an 
over-supply of teachers in every city 
raises apparently insoluble problems 
for the most ardent egalitarian. An 
ideal of factory labor on the same 
terms as men enjoy signifies nothing 
when neither men nor women can get 
employment of any sort. Even the bat- 
tle for the remaining posts loses its 
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heroic qualities to some extent and re- 
sembles an atavistic tooth-and-claw 
struggle in a narrowed and cramped 
arena. Instead of the benefits which 
they had confidently anticipated from 
economic equality, the feminists are 
unexpectedly confronted with defaults 
on dividends, a rapidly contracting 
labor market, a new dependence that 
the older family system of economy 
never knew, and the possibility that 
the capitalist system of production 
and distribution in which they have 
been participating so blithely is over- 
worked and doomed. 

Everything looked so promising to 
feminists until the 1930s. Their 
forward march toward equality was 
marked by the attainment of impor- 
tant political offices, novel business 
positions, unexampled wages and sal- 
aries, educational influence, labora- 
tory advantages, scientific training, 
honorary degrees, prizes of many 
sorts, rare chances to explore the 
earth by land, sea or air, and interna- 
tional recognition. Every few years 
the press took stock of woman’s 
prowess along man’s lines and re- 
corded her gains and liberties. Such 
inventories led to bolder efforts at ac- 
quisition and enjoyment, and thus the 
general feminist movement was kept 
alive, encouraged and rendered con- 
fident. 

For almost a century feminism had 
been stamping itself on American cul- 
ture with ever-deepening hues. The 
Civil War and the World War contrib- 
uted abundantly to its progress: the 
domestic struggle by turning half a 
continent over to free economic ex- 
ploitation by the two sexes, and the 
foreign struggle by opening the avenue 
to full government manipulation to 
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both on equal terms. Indeed, the move- 
ment which began with a demand for 
the prerogatives of men—property 
rights, cash remuneration for labor, 
formal education in all its branches, 
business and professional opportuni- 
ties and enfranchisement—actually 
brought such power to women that 
within a few decades they gained a 
status amounting almost to dictator- 
ship in the nation’s industrial and 
social order. 

At the height of post-war prosper- 
ity it was discovered that women were 
paying billions of dollars annually in 
taxes and that they were inheriting 70 
per cent of the estates left by men and 
64 per cent of the estates left by 
women. Efforts on the part of male 
relatives to evade taxes and sieges for 
alimony on the part of wives helped 
to divert vast sums to this centre of 
vested rights. Woman’s greater lon- 
gevity was also an asset, and one of 
the most striking phenomena in this 
country up to the depression was the 
horde of aged ladies residing in ex- 
pensive hostelries and resorts, await- 
ing the messenger of death as luxur- 
iously as possible. 

Personal holdings as a source of 
privilege and influence were supple- 
mented by the widespread practice 
which housewives enjoyed of spending 
their husband’s wages and salaries. 
Although the census shows nearly 
1,500,000 more men than women in 
the population, the custom of arming 
the women with this enormous con- 
trol over expenditure made them, as 
the main purchasing agent, the direc- 
tor of industry. As Eunice Barnard 
phrased it, the “Stop and Go signals 
for business enterprise’ were in 
women’s keeping. Production was 
largely determined by the feminine 
choice of commodities, while the prof- 
its were flowing in women’s direction 
in a steady stream. 

Aware of this control over the eco- 
nomic nerves of the nation, in the hey- 
day of the surplus when the wheels of 
industry were revolving merrily and 
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women were spending freely, the cry 
went up from Washington for them to 
store less food and clothing in their 
houses and put their money instead 
into Liberty and Victory bonds, where 
it could be utilized to finance the war. 
The slogan then emanating from the 
White House was “Save!” and women 
patriotically lent their savings to the 
government, organized thrift instruc- 
tion in the schools and made thrift ap- 
peals on the streets. Then, in the days 
of want, when the wheels had ceased 
to turn and plants stood idle, while 
the banks were congested with gold, 
manufacturers and merchants joined 
politicians and financiers in urging 
the women to “Share!” and to 
“Spend!” In other words, women were 
told to remember that they managed 
the economic signals and were urged 
to place them at “Go!” 

If feminist operation became highly 
determinative in the realm of business 
and finance, it finally assumed a de- 
cisive importance in the political the- 
atre as well. A glittering golden age 
of privilege carried women to the 
point where they shared in selecting 
the President of the nation, though 
none of their sex has yet had a nomi- 
nating speech for that office made in 
her behalf at a major party conven- 
tion. It is true that “Oh, You Beauti- 
ful Doll!” resounded through the 
auditorium when a female delegate 
eventually nominated a male for the 
Presidency or seconded the motion, 
but women were then swept into the 
common stream of political action 
with the fanfare and “Hail! Hail! the 
Gang’s All Here!” Their cheers, their 
local and national campaigning tal- 
ents, their financial aid and their emo- 
tional novelties were all found stimu- 
lating to a full-blown democracy in 
political assemblage. 

The “gang,” which included increas- 
ing numbers of women delegates after 
1918, also comprised party auxiliaries 
of the same persuasion. These were 
active in the corridors of the conven- 
tion buildings and came equipped with 
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platform and radio rights and the 
funds for travel up and down the land, 
so necessary for success at the polls. 
Besides the party delegates and the 
extra allies, women styling themselves 
non-partisan achieved a certain influ- 
ence with the politicians by their 
united stand for general welfare 
planks and bills, usually designed with 
women and children mainly in mind. 

In the sweep of feminism the United 
States became habituated to women 
Mayors, legislators, national politi- 
cal committee executives, Governors, 
judges and international commis- 
sioners. A European has facetiously 
remarked that it takes more than a 
spinster to disarm a male, but at all 
events, in deference to the insistence 
of numerous women’s organizations, 
a woman was given a place on the 
American delegation to the Geneva 
conference on arms reduction. Thus 
the circles of feminist politics spread 
to the periphery of domestic concerns, 
creating a stronger agitation for the 
surcease of war. 

Rugged feminism in America was 
refined in some respects and gross in 
others. It was born of the necessity to 
recover from the blows administered 
to the family system of production by 
machine enterprise. There was vigor- 
ous feminine leadership in the old 
tribal system, and the first group 
master was no doubt the mother, the 
logical family maker. About the pro- 
ductive home in the seventeenth cen- 
tury centred economic, political, in- 
tellectual and social life, and any one 
who doubts the forceful réle of woman 
in that society should read Alice 
Clark’s volume on domestic industry 
in England, an economy which mi- 
grated with the colonists to the New 
World. But that system lost its hold 
over the earth, and nowhere so com- 
pletely as in the New World. Had 
women then allowed themselves to be 
brushed aside forever by the mascu- 
line assumption of economic domi- 
nance they would have displayed an 
inertia, a lack of social understand- 


MODERN WOMAN 181 


ing, a personal sacrifice and a dearth 
of genius which were not characteris- 
tic of the sex. 

Again and again in history women 
had seen their existing economy in- 
vaded by hostile forces. After trag- 
edies comparable to paralytic strokes 
they struggled to their feet times 
without number and planted them- 
selves as firmly as they could on 
changed ground. After experiencing 
the dissolution of the great family 
system in Rome they grappled ably 
with the strange problems of the 
thousand-year depression that fol- 
lowed. Woman under monasticism was 
by no means the helpless victim of a 
medieval masculinism that she is pop- 
ularly represented to have been; Lina 
Eckenstein justly portrays her as a 
molder of destiny. Against the me- 
chanical revolution which demoralized 
the domestic economy of the sev- 
enteenth and eighteenth centuries, 
American women and others in turn 
have made notable headway; so much 
headway in this country, indeed, that 
there are men who like to say we are 
now faced with a matriarchy. If so, it 
is not the archaic or family variety, 
but a new-style matriarchy, individ- 
ualized and denoting to an amazing 
degree the “third sex.” Families even 
cease to live under the same roof as of 
old, when parents, children and chil- 
dren’s children labored in a common 
economic network. An unmarried 
woman may establish her residence 
where and how she pleases to an ex- 
tent never known before. The wife is 
now seeking to establish the legality 
of a separate domicile from that of 
her husband when business or profes- 
sional circumstances make such a step 
personally advisable. 

As a spur to initiative and career- 
making, the doctrine of equality was 
useful. Bourgeois men had found it 
to be such a stimulus when they an- 
nounced that all persons of their own 
sex were created equal. And if the 
doctrine of equality was the best that 
women could devise in the 1840s, 
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knowing almost nothing of the long 
past, it served at least to energize 
their wills and to give direction to 
their thinking. With the growth of a 
New World bourgeoisie new values 
were established in personal ethics for 
men and women alike, such as the de- 
sire to “get on” competitively and the 
thirst for offices and rewards which 
are available only in an elastic society. 
Americans of both sexes could enjoy 
the rare delights of acquisitive liber- 
ties, political privilege and costly di- 
versions with the least check and bal- 
ance of any people. Their land was 
long the richest in undeveloped tracts 
and natural resources. It was the 
freest from traditional inhibitions. 
Pioneers in a brief century or two had 
given it all its recognized history. Its 
women could profit in a peculiar way 
through the infinite subdivision of 
technological processes which marked 
the course of industry; these speciali- 
zations made room for women’s skill 
in managing machines and accesso- 
ries, provided incomparable wages for 
the working class and unexampled 
wealth for the owning class. Individ- 
ualism mounted to favor as the per- 
fect good. So the bourgeois democ- 
racy of America reveled in its widely 
distributed liberties. Its restless femi- 
nine contingent found additional exer- 
cise for its released energies by incit- 
ing women in other lands to organize, 
to agitate and to acquire. 

The social bearings of this economic 
and political power are still evident. 
Women own mines and mills in the 
United States employing child and 
adult labor. They, have stocks and 
bonds in their deposit boxes repre- 
senting every kind of investment from 
a low-rate government security to the 
most unstable foreign loan. Women 
are heads of colleges, where at least 
their own sex foregathers. As doctors 
and lawyers women contribute to med- 
ical and legal opinion. They are min- 
isters preaching the old gospel, and 
they are founders of new sects. They 
testify before the Senate committee 
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investigating heavy financial transac- 
tions in which they are involved as 
willful actors. They preside over crime 
prevention bureaus and over courts. 
They conduct campaigns for and 
against a free liquor traffic. The Na- 
tional Woman’s party seeks to abolish 
by legal means the remaining discrim- 
inations against their sex, such as the 
loss of citizenship by a woman mar- 
ried to an alien. The League of Busi- 
ness and Professional Women sets as 
its goal “A High School Education for 
Every Girl’—something no man’s or- 
ganization has yet sought for every 
boy. The American Alliance for Civil 
Service Women is working to defeat 
the “practice of certifying lists by sex 
at the mere whim or prejudice of the 
appointing officer.” The greatest par- 
liament of women ever assembled is 
being planned for next Summer at 
Chicago. 

Thus the current of rugged femi- 
nism bore women along an exciting 
course of equality and freedom to the 
attainment of extraordinary experi- 
ences, a broader administrative out- 
look, unusual racial and political con- 
tacts, a personality which felt the 
wide earth to be its home, and a new 
consciousness of kind. But there were 
cross-currents. Because of strict fidel- 
ity to the dogma of equality, femi- 
nism as it flowered became weakened 
in its critical faculties. What women 
members might take to the House of 
Representatives or to the Senate, to 
caucus or convention, in the way of 
intellectual or political equipment, 
seemed to matter little; the point was 
the counting of women’s and men’s 
heads. Every feminist victory at the 
polls was accorded a paean. Sufficient 
to all occasions was the idea of an 
equal participation as between the 
sexes. To receive army ranking for 
nursing and other services in time of 
war was one of the prominent objec- 
tives, notwithstanding the movement 
for peace. To be a butcher, a baker, 
a candlestick-maker was regarded 
as excellent in itself if men were 
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butchers, bakers and _ candlestick- 
makers. Naturally, it was better to 
be a speaker, a preacher, a captain 
of industry, an artist, an efficiency 
engineer, or a financier, if men be- 
lieved it so. 

Emancipated women settled back to 
enjoy their new liberties with scant 
thought of the future. Ceasing to be 
familial on the former scale, associa- 
tion developed into a herding of adults 
with individualized interests. In the 
beginning there were some troubled 
consciences among the clubwomen, 
and self-improvement programs de- 
manding intellectual effort on their 
own part marked the path of club ac- 
tivity, much as Roman women in the 
early era of a leisure class drew to- 
gether for the study of arts and let- 
ters, music and philosophy. Political 
discussions and programs were grad- 
ually added to the club activities. But 
soon the clubs adopted as their main 
attraction the easiest form of enter- 
tainment, namely, lectures by native 
and foreign savants, without the ne- 
cessity on the part of the members 
themselves to study the subjects 
which they heard discussed. Club- 
houses were essential for these activi- 
ties, and of course they had to be 
financed. Little by little the erection, 
the maintenance, the tendency toward 
continuous use, the struggle for a 
large membership in order that the 
bills might be paid, induced an in- 
tense preoccupation with vested in- 
terests until the club building grew so 
important that even the speakers were 
viewed as gate receipts. An aggres- 
sive, independent, articulate convic- 
tion on current events or impending 
economic and political happenings, 
such as had provoked the original 
feminine association, gradually dete- 
riorated into a timid, inarticulate reli- 
ance on the opinions of others. The 
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clubhouse had conquered the mind. 
Other types of leisured association 
among women developed a similar 
mental inertia. One leading national 
organization, not devoted to the club- 
house but bewildered by its very size, 
its meager aims and its expense, ac- 
tually called in two men to appraise 
its objectives and suggest what must 
be done to save the group. 

As long as the laissez faire philoso- 
phy to which the creed of equality 
was attached could maintain its eco- 
nomic basis, women did good tail-fly- 
ing. But the man’s kite was always in 
danger of falling; it was always dip- 
ping and diving, and women, racing in 
the rear, were lamentably blind to the 
perils ahead. They rejoiced to receive 
institutional education—just at the 
time when it had lost its momentum 
and become hopelessly formalized; 
they got the vote when it had become 
least effective, owing to the power of 
the so-called invisible government; 
they entered remunerative positions 
at the period when big business was 
dropping into a deep air-pocket; they 
made their main intellectual drive on 
masculine knowledge at the very stage 
of man’s intellectual collapse. 

Perhaps the greatest challenge of 
history now confronts the women who, 
led on by the desire for equality, have 
tasted the sweets of unparalleled lib- 
erty. They surely comprehend at last 
that nine-tenths of the national 
wealth cannot be diverted to the cof- 
fers of the rich, however many women 
may be included in that category, 
with any assurance of economic sta- 
bility for themselves or for other “in- 
dependent” women. With history as 
well as recent events to warn them, 
they must prepare to meet the chal- 
lenge to bring new ideas to bear on 
American life and on their own des- 
tiny within it. 





Gerhart Hauptmann at Seventy 


By HARRY SALPETER 


[The author of the following article is 
a literary and dramatic critic who for 
many years was associated with the New 
York World.] 

N a few days, on Nov. 15, Gerhart 

Hauptmann, Germany’s most dis- 
tinguished poet and dramatist, will 
celebrate his seventieth birthday. So 
definitely is he regarded as a symbol 
of republican Germany that his six- 
tieth birthday was marked by a period 
of national celebration, with revivals 
of many of his plays and pilgrimages 
to his forest home in Silesia. About 
that time also there developed a boom 
for Hauptmann as President, a boom 
which he himself quieted. It is only 
because of the Goethe centenary this 
year that Germans are not celebrating 
Hauptmann’s seventieth year as ten 
years ago they celebrated his sixtieth 
and as twenty years ago they cele- 
brated, in a milder fashion, his win- 
ning of the Nobel Prize for Literature. 

It is not out of any sense of personal 
insufficiency that Hauptmann has 
failed to seek public office. Remem- 
bering that Goethe was in effect a 
Prime Minister and that other men of 
letters have been privy councilors in 
Germany, he believes in the capacity 
of poets to be Premiers and hold other 
commanding positions in the affairs 
of State. And his bearing, indeed, has 
the lordliness of a feudal chief. He is 
tall, stately and erect, with a large 
face, criss-crossed by a thousand lines, 
a noble brow and a whitening head of 
hair. The poet laureate of Germany is 
benignity in strength. 

Yet he continues to create. He is 
unwilling to rest on his laurels. The 
standard of life he has imposed on 
himself demands that he continuously 
produce works for the stage and for 
the press. He has still that desire, 


noted many years ago, of chaining 
criticism to his chariot by giving the 
world types of work that will demon- 
strate his power to overleap the limits 
which his own genius has set for him. 
The remembrance that certain of his 
works have been failures rankles yet. 
There is enough ambition in him to 
season a serenity that might turn into 
a savorless self-satisfaction. 


So powerful and so pervasive was 
the influence of Goethe on the sensi- 
tive and precocious child Gerhart that 
it was with a sense of shock that he 
learned, at the age of 7, that the 
great poet of Weimar had been dead 
thirty-seven years. The child on 
whom the Goethean mantle was to 
descend was born at Ober-Salzbrunn, 
in Silesia, the youngest of three sons. 
His father was an innkeeper, and his 
grandfather Ehrenfried was a weaver, 
a witness to, if not a participant in, 
the workmen’s revolts of the 1840s. 
Out of these recollections of his in- 
heritance and environment, Haupt- 
mann fashioned his famous play of 
hunger and revolt, The Weavers, and 
certain early dramas depicting the 
evils of alcohol. 


But his father’s inn and his grand- 
father’s tales were not the only in- 
fluences to which the young poet was 
subjected. Through his mother, a 
mild and devout lady, and an uncle 
and aunt, pious Moravians with whom 
he lived for some time, and in whose 
home he was drenched in the music 
of Bach and Handel, a religious pres- 
sure was exerted upon him, and he 
asserts today that, after Goethe, 
Luther most impressed his early 
years. Thus we see how typically 
German, in the best sense of that 
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word, were the influences from the 
past that helped to shape him. 

At the age of 12 he was sent to 
school at Breslau, making but an 
indifferent student, except in draw- 
ing and essay writing. It amuses him 
today to recall that one of the schools 
in that city is named after him, the 
undistinguished scholar. His father, 
falling on bad times, was compelled 
to withdraw young Gerhart from 
school, but the boy returned to Bres- 
lau years later as a student in sculp- 
ture at the Royal College of Art, 
where Gottfried Keller, the Swiss 
story teller, and Henrik Ibsen, the 
Norwegian dramatist, were fellow- 
students. 

He had already begun writing plays, 
but he was still far from the knowl- 
edge that his vocation was the drama. 
These are his years of indecision, dur- 
ing which he fluctuated among di- 
verse intellectual influences and ca- 
reers, universities and cities. It is 
plain that he did not know what he 
wanted to do, nor in what province 
his talents lay. Indeed, in several of 
his subsequent plays he dramatized 
the tragic quality of indecision in his 
heroes, indecision between careers and 
between women, ending in the dra- 
matically unsatisfactory solution of 
suicide. 

After leaving Breslau in 1882, at 
the age of 20, Gerhart went to the 
University of Jena, to be with his 
brother, Carl, with whom he studied 
under the scientist Haeckel and the 
philosopher Eucken. This_ brother, 
who became a scientist, has left sev- 
eral works of poetry and drama which 
have been lost in the shadow cast by 
his younger brother’s greatness. In 
the Spring of 1883 Gerhart set out on 
his wander-years, following the trail 
of Byron along the South of France 
and in Italy with a copy of Childe 
Harold in his pocket. For a time he 
was a sculptor in Rome. The influ- 
ence of Byron and of Goethe’s Werther 
are reflected in his first work, Pro- 
methidenlos, published that year, since 
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withdrawn, and now very rare, where- 
in Selim, the hero, finding it impossi- 
ble to decide between two careers, 
ends his life in the sea. 


It is in this period approximately 
that we find Hauptmann studying un- 
der Forel, the psychiatrist, at Zurich. 
These studies bore artistic fruit in 
one of his early short stories, The 
Apostle, and later developed into one 
of his most solid creations, a novel 
bearing the title of The Fool in Christ, 
and in one of his most sensitive plays, 
Hannele, known also as The Assump- 
tion of Hannele. Following his Roman 
Summer and the stay at Zurich, 
Hauptmann went north to the Thurin- 
gian mountain home of the three sis- 
ters who later married the Haupt- 
mann brothers—Carl, George and 
Gerhart. It was this lovely passage of 
his youth that was re-created in his 
play, The Maidens of the Mount. Al- 
though his mind was unconsciously 
storing up material for use in poetry, 
drama and fiction, so little did Ger- 
hart realize in what direction his tal- 
ents lay that he continued his studies 
in sculpture. Then we hear of him 
trying to find work as an actor—in 
which it was his ambition to make 
sculpture plastic in his own body. But 
in this vocation he failed, and years 
later he projected himself as the lisp- 
ing actor in The Rats. 


A married man, he settled in the 
Berlin suburb of Erkner. He read, 
he wrote, he studied. He read omniv- 
orously in science and sociology— 
Karl Marx, Darwin and Saint-Simon, 
among others. The Byronic influence 
was giving way to that of the emerg- 
ing Naturalists, chiefly Ibsen, Zola 
and Tolstoy. He came into contact 
with a German group which was re- 
sponding to the new intellectual cur- 
rents from France, Scandinavia and 
Russia, and with Arno Holz, author of 
a play called Papa Hamlet. More and 
more he fell under the influence of the 
Naturalists, and he began to see that 
his strength was as a writer. 


It was under the aegis of the Nat- 
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uralist credo that Die Freie Biihne 
(the Free Stage) was organized in 
Berlin to give representation to the 
new drama. Hauptmann offered this 
organization his first play, a stark 
depiction of life bearing the title of 
Before Dawn. It was produced at the 
Deutsches Theater, following, rightly 
enough, Ibsen’s Ghosts. From the 
year of this production, 1889, dates 
Hauptmann’s renown, although this 
drama presented Hauptmann in what 
was to be his least characteristic man- 
ner. The world was to discover, with 
a pleasant sense of surprise, that 
Hauptmann could be a naturalist of 
the darkest hue in his first six plays 
and then assume his real form, that of 
the joyous poet, in both drama and 
fiction. If the poet that lay unex- 
pressed in Hauptmann emerged as the 
hero of Naturalism it was because he 
allowed his course to be set by the 
exigencies of the time. Possessing the 
capacity to take color from his sur- 
roundings, the temper of his time, 
Hauptmann has been called an intel- 


lectual chameleon, but those early 
plays of his are none the less sincere 
and powerful for being the work of a 
winged poet. 

The Reconciliation and Lonely Lives, 
both reflecting the Ibsen influence, 


followed Before Dawn. Then came 
The Weavers, which gave Hauptman 
transatlantic reputation, and then Col- 
league Crampton and The Beaver Coat. 
Thereafter followed his first break 
with the Naturalist tradition. His 
seventh play was Hannele, wherein he 
pictured sympathetically the subli- 
mation, in the mind of a wretched 
little girl, of her teacher into the 
Christ figure. This was a dramatiza- 
tion of what the Freudians call “trans- 
ference.” In 1894 Hauptmann paid 
the New World his first visit to at- 
tend the New York performance of 
Hannele. He came with no greater 
distinction than that of a steerage 
passenger, lived obscurely in an ob- 
scure lodging house off the main 
artery of travel, and was hounded 
rather than honored, for the play was 
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virtually suppressed by the police on 
the technical ground that a minor 
was employed for the title rdle. When 
produced privately it was criticized 
as blasphemous, and poorly attended. 

Hannele was followed by one of his 
most magnificent failures, Florian 
Geyer, a historical drama of the 
Peasants’ Revolt, and in 1896 by the 
most lovely expression of Haupt- 
mann’s characteristic genius, The 
Sunken Bell, a glowing drama of alle- 
gory and symbolism, sufficient in it- 
self to keep fresh the name of Haupt- 
mann for generations to come. The 
six plays that followed were so evenly 
divided between the naturalistic and 
the idealistic that it became impos- 
sible for any particular group to claim 
him. Peasant tragedy alternated with 
Shakespearean farce, and rogue’s com- 
edy with poetic legend, a realistic 
tragedy such as Rose Bernd (one of 
Ethel Barrymore’s most magnificent 
roles) with The Maidens of the 
Mount, recollection in tranquillity. 

In much of his work, in verse, in 
drama and in prose narrative, he has 
retold and reinterpreted mythology 
and history, not excluding those basic 
legends of the Teutonic people, the 
tales of Lohengrin, Parsifal and Vul- 
can. It is when he works with myth 
that his poetical fancy has freest 
flow, as in, for example, his Henry 
of Aue, based on the story of the 
leprous knight restored to health by 
the willingness of a virgin to share 
his fate. The theme of redemption 
through sacrifice is one of his favor- 
ites. 

But Hauptmann has also, it must 
be remembered, been close to his age. 
When The Weavers was produced the 
Kaiser ordered his emblem removed 
from the royal box in the theatre, 
and the royal lease was canceled. 
When the Schiller prize was conferred 
on Hauptmann the Kaiser refused to 
confirm the award. When, in 1913, 
there was produced at Breslau Haupt- 
mann’s Commemoration Masque, a 
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mystical puppet show in which there 
was praise of Napoleon as a unifier 
of the German States, the Crown 
Prince let his displeasure be known. 
These experiences have tended to ac- 
centuate Hauptmann’s faith in democ- 
racy without lessening his loyalty as 
a German. He was loyal to his coun- 
try during the war and was one of 
the ninety-three intellectuals who 
signed the “Manifesto of Hate” 
against the Allies. After the war, in 
common with more than forty others, 
he withdrew his signature. He re- 
gards the Versailles treaty as pre- 
posterous and asserts that the Em- 
peror is innocent of the charges made 
against him. Yet he is neither Mon- 
archist, Fascist nor Communist, but a 
Republican. 

Except for a 9,000-hexameter re- 
incarnation of Till Eulenspiegel as an 
aviator in a post-war Germany and 
for a few journalistic expressions, 
Hauptmann has been strangely silent 
on the war. Whatever expression he 
has allowed himself has been either 
sublimated or oblique. During the 
years of the war he published two 
poems, an essay on Germany and 
Shakespeare; a play, Blood, of which 
almost nothing has been heard; Win- 
ter Ballad, a play derived from a story 
by Selma Lagerlof; and The Heretic 
of Soana, a lovely novel drenched in 
Southern sunlight. His post-war ut- 
terances have been no less remote. 
His latest play, Before Sunset, deals 
with a purely personal problem. 

The reason is that, in a sense un- 
like Romain Rolland, Hauptmann has 
been ‘‘above the battle.” He has been 
more or less preoccupied by personal 
problems. The reverberations of 
world-shaking events have reached 
him but faintly in his mountain home 
—man of the world though he can be 
when occasion demands it. Opinions 
on contemporary phenomena are not 
offered freely, but have to be ex- 
tracted from him by interviewers who 
are themselves more concrete-minded. 
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The knowledge that he is the object 
of a cult, the subject of scholarship 
and that hundreds travel distances, 
as on pilgrimages, to see him, tends 
to accentuate the inwardness of his 
gaze. And that may also be explained 
by the fact that his spirit was in 
great travail during the impression- 
able ten years preceding his second 
marriage, in 1905, after a first un- 
happy experience. In truth, except 
for The Weavers, most of his dramas 
—even those set in spacious histor- 
ical or mythological settings—have 
consisted in the working out, or in 
the failure to work out, intensely per- 
sonal problems. 


Today Hauptmann is at work on a 
book in two volumes, which, when 
completed, he will call The Book of 
Passion, and which will be to him 
what Dichtung und Warheit was to 
Goethe. This work he interrupted re- 
cently to accept an invitation to come 
to America in connection with the 
Goethe centenary. His reception in 
New York in 1932 must have been a 
pleasant contrast to the coolness with 
which New York greeted him in 1894, 
for the leading universities of the 
East, in honoring the dead Goethe, 
gave honor also to the living Haupt- 
mann, Columbia conferring on him 
the degree of Doctor of Letters. 


Hauptmann expands in the odor of 
honors and celebrations. He lives a 
good deal of his life as if he were in 
the public view. As Goethe had his 
Eckermann to record his casual con- 
versation and observations, so Haupt- 
mann has a recording secretary. At 
his palatial home in Agnetendorf, in 
Silesia—where he lives no less richly 
than do men of wealth in the heart of 
cities—he dresses for dinner every 
evening, guests or no guests, and ad- 
heres to a rich ceremonial of living. 
He has a love of honor and ostenta- 
tion. William Rothenstein, visiting 
him at his Silesian home, reports the 
following in the second volume of his 
Men and Memories: ‘“Hauptmann’s 
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views on life were large and generous. 
Artists, he held, should live proudly, 
as Diirer and the great German 
craftsmen had lived, putting on fur- 
lined gowns and gold chains, as it were, 
at the end of each day’s labor. We had 
neither fur-lined gowns nor gold 
chains; but every day we sat down to 
a table glistening with silver and 
glass. We drank choice Rhenish and 
Moselle wines out of great Venetian 
glasses; huge salmon were handed 
round, boar’s head or saddle of veal, 
dish following dish.” 

There is something likably Teu- 
tonic in the desire to put the gold 
chain of honors and degrees around 
his neck. Goethe was no less Goethe 
because gold medals were struck in 
his honor in his lifetime. Hauptmann’s 
chief weakness lies, however, not in 
the desire for honors but in the pro- 
duction of too many indifferent works 
—works the quality of which only the 
Hauptmann cult is expected to affirm. 
Among the authentic gold coins which 
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he has scattered in the largesse of his 
genius there are several at least that 
do not ring true. He has written 
and allowed to be produced, plays 
which have justifiably elicited ridi- 
cule. Even among the few novels he 
has given us there are false notes. The 
partial explanation for this is that he 
accepts the urgent personal occasion 
for expression as sufficient to justify 
publication. Only in the case of his 
first immature work has he obeyed 
second thought by withdrawing all 
available copies. 

In the impressive magnitude of his 
work, in its shimmering variety, in its 
strength and in its fancy, Gerhart 
Hauptmann has justified the winning 
in his lifetime of the adulation which 
sometimes does not overtake men of 
genius until after death. Analysis can- 
not whittle away any of the true 
greatness of the man, however much 
it may indicate the exaggeration in 
the cult of the adulators. 
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A Month’s World History 


The Powers Debate Arms Equality 


By JAMES THAYER GEROULD 
Princeton University; Current History Associate 


HERE is no escape from the fact 

that the next few months are to 
witness a test of the machinery of 
the League, and of international or- 
ganization generally, that will deter- 
mine whether we are to live in an 
ordered world or in a world that has 
reverted to the chaotic conditions 
which resulted in the World War. Un- 
less the issue raised by Germany in 
demanding that the Allied and Asso- 
ciated Powers, which drafted the 
Treaty of Versailles, shall recognize 


their obligation to disarm by positive 
action rather than by pious phrase- 
making; unless they accept for them- 
selves, in part at least, a limitation 
of the weapons of offense proscribed 
by that treaty; unless its disarma- 
ment provisions can be superseded by 


another convention, Germany, and 
probably Italy, will withdraw from 
the League. If they should go, and 
if Japan should follow them, that most 
promising international organization 
will begin to crumble. 

Responsible opinion, neither in 
France nor in Great Britain, is in- 
clined to question the substantial 
justice of Germany’s demand. But to 
release her from the bonds that were 
forged at Versailles requires of 
France decisions that are very hard 
to make. Today, through her military 
power and her alliances, she is pre- 
eminent in Europe. It is not strange 
that she hesitates. Politically, it is a 
very difficult thing for her to con- 


sent to seek security through concili- 
ation rather than the sword. Funda- 
mentally conservative, the French fear 
new paths. Even though they may 
admit that injustice has been done, 
and that the status quo in Europe is 
on insecure foundations, they fear 
what would happen if those founda- 
tions are disturbed. 

It is only by keeping these facts in 
mind that the present position of 
France can be understood, and her re- 
ply to the German aide-mémoire of 
Aug. 29 interpreted (see CURRENT 
History, October, pages 73-76). A 
very carefully drafted document, it 
seems to have been orginially intend- 
ed to make the reply, in some sense, 
a joint statement of the position of 
both Great Britain and France, but 
this was firmly resisted by Downing 
Street. That there should be no room 
for doubt about it, the British made 
public an official statement that “the 
document was communicated [to 
them] not for purposes of consulta- 
tion but of information,” and that if 
there was to be consultation the Ital- 
ian and Polish Governments should be 
included. Since Italy had already de- 
clared her sympathy with the German 
demands, and British public opinion 
very largely supported them, such a 
conference was not agreeable to 
France. She was thus obliged to re- 
cede from the position which she 
had taken, and the French reply, af- 
ter having been approved by the full 
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Cabinet, was dispatched to Berlin on 
Sept. 10. 


The note opens with the expression 
of a sincere desire for disarmament. 
“The government of the French Re- 
public is conscious of having done all 
it possibly could to enable a regular 
evolution of the work of the confer- 
ence.” It had permitted postponement 
of the French thesis of security, and 
had cut its military budget by an 
amount approximating the repara- 
tions annuity abandoned at Lausanne. 
If disarmament is to be accomplished, 
it must come in an orderly way, and 
step by step. The attitude of the Ger- 
man Government makes this impossi- 
ble. If Germany will cooperate, France 
is willing to join in future studies “in 
a liberal spirit which will permit the 
establishment of what should be the 
status of Germany in a general status 
of a peace under the protection of ar- 
bitration control.” It is not improba- 
ble that the lack of clarity of this sen- 
tence was no accident. 


Juridically, the note continues, the 
French Government cannot agree that 
there is any legal obligation to abro- 
gate Part V of the treaty, and to re- 
lease Germany from her restrictions. 
Germany has, nevertheless, an indis- 
putable right to security. “It is that 
guarantee which must be secured to 
all nations, small and large, by estab- 
lishing international control of arma- 
ments, by generalizing arbitration, 
and by securing effective execution of 
its decisions.” It is evident that the 
demand for changes in military or- 
ganization, made in the German note, 
when interpreted in the light of the 
public statements of the Minister of 
Defense, imply rearmament rather 
than disarmament. This right cannot 
be granted by France, since it con- 
cerns not only the League powers but 
the United States as well. The note 
closes with the statement that “within 
the existing engagements it is pos- 
sible to work with Germany in a 
search for a new status, which will 
not be a return to the ancient proce- 
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dure of preparation for war, but will 
mark progress in the organization of 
peace.” 

The French reply placed the British 
Government in a very difficult posi- 
tion. Public opinion in Britain is as 
insistent as in France that no conces- 
sion shall be made which will result in 
the rearmament of Germany, but it is, 
at the same time, fully conscious of 
the fundamental justice of the German 
contention. As a matter of policy, the 
British Government desires, in so far 
as possible, to align itself with France, 
for reasons which reach beyond the 
present controversy. 


Until Sept 18 the British Govern- 
ment was silent. Seldom has a state 
paper relating to foreign affairs pro- 
voked more hostility at home than the 
statement issued on that date. Sir 
John Simon is a lawyer, and the state- 
ment bears evidence throughout of his 
legalistic mind. Opening with a sharp 
rebuke to the Germans for precipitat- 
ing the discussion of this political 
question at a time when the world is 
struggling to restore commercial pros- 
perity, he proceeds to elaborate an 
argument opposed to the view that 
Germany has a legal right to a re- 
vision of her status, although he ad- 
mits that her government has never 
claimed any such legal right. 


The German note, Simon continues, 
“is rather an appeal for adjustment 
based on the fact that the limitation of 
Germany’s armament, contained in the 
treaty, was intended to be, and an- 
nounced to be, the precursor of 
general limitation by others. His 
Majesty’s government does not deny 
the fact, and does not seek to mini- 
mize the force of the contention.” The 
government hopes that the conference 
may achieve “a really valuable meas- 
ure of disarmament” which will result 
“in the case of the more heavily 
armed powers [in] the largest pos- 
sible reduction, and, in the case of the 
lightly armed States, in any case, no 
material increase.” The agreement 
should be for “a limitation which is 
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self-imposed and freely entered into.” 
In such an agreement, he argues, there 
will be “no distinction of status,’ and 
the limitations imposed by the vari- 
ous treaties “will, save so far as they 
are modified by mutual consent, re- 
appear in the voluntary and compre- 
hensive compact about to be negoti- 
ated at Geneva.” 

Although Sir John Simon recog- 
nizes that questions of status “involve 
considerations of national pride and 
dignity which deeply touch the heart 
of a people and keep alive resentment 
which would otherwise die down,” he 
closes the statement with a stern 
reprimand to the German Government 
for seeking to attain their desires “by 
peremptory challenge or by with- 
drawal from deliberations which are 
about to be resumed.” 

Germany was bitterly disappointed 
at the tone of the British statement, 
for she had hoped for a more sym- 
pathetic attitude. Despite this, the 
German Government was firmly de- 


termined to force the issue by with- 


drawing its representatives from 
the Disarmament Conference. Baron 
von Neurath, on Sept. 14, formally 
notified Mr. Henderson that, as Ger- 
many had failed in her attempt to 
secure an assurance of equality of 
right either from the conference or 
through diplomatic negotiations, the 
government felt compelled, so long 
as the question was undetermined, to 
refuse to take part in the work of 
the bureau. Mr. Henderson expressed 
his regret at the German reply. 
Shortly before M. Herriot left 
Paris to attend the meeting of the 
bureau he had an interview with 
Ambassador Edge and Senator Reed. 
Precisely what assurances they gave 
him is not known, but it may be as- 
sumed from the statement made by 
President Hoover on Sept. 20 that, 
while the question of equality is 
purely a European matter, the 
United States is deeply concerned lest 
it disrupt the negotiations for dis- 
armament, and is anxious that such 
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concessions shall be made as will al- 
low them to continue. 

The delegates of the nineteen na- 
tions which comprise the membership 
of the bureau assembled in Geneva on 
Sept. 21. M. Herriot, although in the 
city, attended neither of the sessions 
during the day and suddenly returned 
to Paris in the evening. The business 
transacted was almost purely formal. 
On the following day Mr. Henderson 
blocked an attempt by Sir John Simon 
and M. Paul-Boncour to rule out of 
discussion “major political problems,” 
or, in other words, the question of 
political equality. Hugh R. Wilson of 
the American delegation secured as- 
sent to the reference of the Hoover 
plan to the political rather than to 
the “expert” delegates. Later, the 
plan was accepted as the basis for 
general discussion, Although Baron 
von Neurath had refused to attend 
the meeting of the bureau, he was in 
Geneva for the meeting of the Coun- 
cil and the Assembly, and had inter- 
views with Sir John Simon and, after 
some hesitation, with Mr. Henderson. 
After several days of discussion the 
bureau determined to refer the prob- 
lem of equality to the general com- 
mission, and to call a special meeting 
of that body on some date in Novem- 
ber. It then adjourned until Oct. 10. 

Both in France and in Germany pub- 
lic opinion is hardening as a result of 
irritating statements on both sides. M. 
Herriot talks darkly about undisclosed 
evidence of German rearmament, and 
claims that the Stahlhelm, the Nazi’s 
shock brigades and similar organiza- 
tions are, in effect, a part of an army 
which Germany is building “with the 
intention of striking at the heart, with 
one decisive thrust, the designated 
adversary.” Military leaders on both 
sides leave little undone which will 
cause irritation. The Socialists and 
moderate opinion generally in both 
countries are attempting to effect a 
compromise. In Great Britain there is 
increasing dissatisfaction with the pol- 
icy of the Foreign Office with respect 
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to the Hoover plan and the demands 
of Germany. France, for various rea- 
sons, is anxious to conciliate Ameri- 
can opinion, and a way may yet be 
found by which Germany can be in- 
duced to return to the Disarmament 
Conference. 


Elsewhere in this magazine there 
are discussions of the Sino-Japanese 
struggle for Manchuria, of the contest 
between Bolivia and Paraguay over 
the boundary in the Chaco, and that 
between Colombia and Peru over the 
occupation of Leticia. The sessions 
of the Council and the Assembly of 
the League were largely devoted to 
an attempt to limit and to compose 
them. Mr. de Valera’s speech in open- 
ing the meeting of the Assembly was 
an eloquent plea for constructive ac- 
tion which will strengthen the pres- 
tige and the power of the League. Un- 
less the Disarmament Conference suc- 
ceeds, he believes, the League cannot 
survive. At this moment it is threat- 
ened with the withdrawal of Japan, 
Germany, Italy and Mexico. 


THE STRESA CONFERENCE 


Efforts which failed in a memorable 
conference on Central and Eastern 
European economic relief held in 
London last Spring were renewed on 
Sept. 5, when eighty delegates, repre- 
senting fifteen States, assembled at 
Stresa, on Lake Maggiore. The con- 
ference had no treaty-making powers 
but was, rather, a grand committee of 
experts charged with reporting to the 
European Union Commission of the 
League of Nations. It succeeded, how- 
ever, in reaching certain conclusions 
which are to acquire treaty status 
when approved by the governments 
concerned. Inability to see alike, es- 
pecially on the part of Great Britain 
and France, precipitated grave crises 
and prevented the discussions from 
leading to some of the hoped-for de- 
cisions. 

The report of the economic commit- 
tee, adopted on Sept. 20, represented 
a compromise among proposals sub- 
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mitted by France, Italy and Germany, 
with Great Britain holding aloof. The 
principal feature was a plan for pref- 
erential treatment of exported agri- 
cultural products of the Danubian 
countries, for a period of at least three 
years, to be financed from a fund of 
75,000,000 Swiss francs contributed 
by the adhering States under an ar- 
rangement by which each such State 
will have its contribution reduced in 
proportion to the extent to which it 
has granted preferences to Danubian 
exporting countries through bilateral 
treaties. Every effort is to be made to 
encourage the multiplication of such 
treaties; also the abolition of import 
licenses and other trade restrictions; 
special facilities for the export of 
European tobacco, better organization 
of lumber production and trade, the 
establishment of an international agri- 
cultural mortgage bank and of an in- 
ternational bank for short-term agri- 
cultural credits. Signature of a general 
convention covering these matters 
will be sought whenever the world eco- 
nomic conference meets and is able to 
come to some kind of general agree- 
ment. 


The deliberations of the finance 
committee bore less fruit. The main 
objective was an agreement to create 
a special fund to enable Central Euro- 
pean States to balance their budgets, 
stabilize their currencies and pay their 
foreign debts. The committee was 
obliged to report, however, its inabil- 
ity to agree on a plan. Financial con- 
ditions in the different countries, it 
was held, are too divergent to permit 
of any scheme being devised that 
would apply satisfactorily to all. For- 
eign creditors, in the committee’s 
judgment, should not receive more 
favorable treatment than domestic 
creditors; and it was urged that any 
State finding itself obliged to ask for 
a rearrangement of its contractual 
obligations should negotiate directly, 
and in good time, with its creditors, 
who alone are qualified to grant such 
easement. 





The Presidential Campaign 


By E. FRANCIS BROWN 


URING the past weeks discussions 
of election possibilities and prob- 
abilities have filled the pages of the 
American press, dominated social gath- 
erings and drawn publie attention 
from the continued economic unpleas- 
antness. To most observers September 
appeared to be a Democratic month. 
The Republican campaign had not yet 
got under way and the several speeches 
by members of the Hoover Cabinet 
were drowned by the many addresses 
of the Democratic candidate in his 
three weeks’ tour of the West. 

Governor Roosevelt left Albany, 
N. Y., on Sept. 12 on a trip which car- 
ried him to the Pacific Coast and back. 
To outward appearance he was enthu- 
siastically received wherever he went, 
but political demonstrations are easily 
organized and it is not always wise to 
accept them at their face value. 
Whether or not the trip was success- 
ful in vote-getting, it was difficult to 
deny when the candidate returned to 
Albany on Oct. 3 that he had con- 
ducted with rare skill a political of- 
fensive which left his opponents in a 
highly nervous state. 

Governor Roosevelt’s first impor- 
tant address on his tour was delivered 
on Sept. 14, at Topeka, Kan., where 
he outlined his program for farm re- 
lief. (See article by Bernhard Ostro- 
lenk on pages 129-135 of this issue.) 
Although his address was attacked in 
the East as “vague,” it was based, as 
Dr. Ostrolenk makes clear in his ar- 
ticle, on a definite plan for the reha- 
bilitation of agriculture; its very 
vagueness made the speech less open 
to partisan assault while no less 
heartening to his farm audience. The 
following day in an informal speech 
at Denver, Col., Governor Roosevelt 
declared that the United States is 


“about to enter a new period of lib- 
eralism” and called upon the voters 
to support the Democrats as the 
party of this “new liberalism.” Here 
he sounded the note which was to be 
heard again and again throughout his 
trip—that the Democratic party is 
the liberal party, the party which will 
restore the balance of power between 
the rich and the poor and bring pros- 
perity to the “forgotten man” as well 
as to the Wall Street banker. 

At Salt Lake City on Sept. 17 Gov- 
ernor Roosevelt outlined a six-point 
program for the solution of the rail- 
road problem. Conservatives who had 
been uncertain of the Governor’s eco- 
nomic philosophy found this speech 
to their liking. The policy advocated 
may be summarized as follows: (1) 
the government to announce its in-~ 
tention to stand back of the railroads 
for a specified period provided the 
roads accept the overhauling, where 
necessary, of “top-heavy” financial 
structures, and the development of a 
national transportation policy; (2) 
thorough revision of Federal laws af- 
fecting receiverships in order to pro- 
tect the interests of security holders 
and creditors; (3) regulation by the 
Interstate Commerce Commission of 
competing motor carriers; (4) the 
end of competition, but with safe- 
guards against monopolistic abuses, 
where traffic is insufficient to sup- 
port competing lines, and the elimina- 
tion of non-paying lines where pos- 
sible; (5) proposed railroad consoli- 
dations to be carried out with a 
clearer definition of the powers of the 
Interstate Commerce Commission to 
protect the public interest; (6) regu- 
lation of railroad holding companies 
by the Interstate Commerce Commis- 
sion. Apparently this program is re- 
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garded as sound even by members of 
the Republican Administration, since 
Secretary Doak declared that Gover- 
nor Roosevelt had taken his ideas on 
railroad policy from the Republicans. 

After a brief speech at Butte, 
Mont., on Sept. 19, in which he prom- 
ised the immediate calling of an in- 
ternational monetary conference for 
the rehabilitation of silver, Governor 
Roosevelt tackled at Seattle the fol- 
lowing day another of the nation’s 
pressing problems—the tariff. He as- 
sailed the Hawley-Smoot tariff as a 
major cause of the present economic 
crisis, a tariff which “had the inevi- 
table result of bringing about retalia- 
tions by other nations.” “I have ad- 
vocated,” he said, “and continue to 
advocate a tariff policy based in large 
part upon the simple principle of 
profitable exchange arrived at 
through negotiated tariffs with bene- 
fit to each nation.” But it is far less 
easy to arouse enthusiasm for tariff 
reform than for a vigorous regulation 


of public utilities. 

With the memory of the colossal 
failure of the Insull utilities organi- 
zation still fresh in the minds of 


many in his audience, Governor 
Roosevelt on Sept. 21 discussed at 
Portland, Ore., the problem of water 
power and public utilities and out- 
lined a program which he believed to 
be both fair and wise for their regu- 
lation. Once again he confounded his 
critics by advocating a policy which 
was acceptable to all but the most 
conservative. A Democratic Adminis- 
tration, if elected, would advocate 
publicity on capital issues, contracts 
and stock ownership of public utili- 
ties, regulation and control of holding 
companies by the Federal Power 
Commission, regulation and control 
of the issue of stocks and bonds, es- 
tablishment of the principle of pru- 
dent investment as the basis for rate- 
making and legislation making it a 
crime to publish or circulate false or 
deceptive matter relating to public 
utilities. Where necessary, the candi- 
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date declared, municipal, State and 
Federal Governments should be per- 
mitted to set up “governmentally 
owned and operated service.” More- 
over, in conclusion, he said: ‘‘Never 
shall the Federal Government part 
with its sovereignty and control over 
its power resources while I am Presi- 
dent of the United States.” 


During the following ten days Gov- 
ernor Roosevelt traveled through 
California, Arizona, New Mexico and 
thence through the great farming 
States to Chicago. In California and 
Nebraska he appealed for the support 
of the followers of Senators Hiram 
Johnson and George W. Norris; he re- 
iterated his stand on prohibition, em- 
phasized again and again the issue of 
liberalism and pressed the need for 
tariff revision in order to restore for- 
eign markets for American farm 
products. At Chicago on Sept. 30 it 
was estimated that 200,000 persons 
watched the triumphal progress of 
the Governor from the Union Station 
to his hotel. The next night he spoke 
to Chicagoans and once again made 
clear his attitude toward the Eigh- 
teenth Amendment. Following an ap- 
pearance at Detroit on Oct. 2 where 
he pleaded for “social justice,” Gov- 
ernor Roosevelt journeyed to Albany, 
where his 6,900-mile tour ended. 


As a result of this campaign ma- 
noeuvre Democratic leaders were 
ready to claim a handsome Roosevelt 
victory at the polls in November and 
to insist that normally Republican 
States would be in the Democratic 
column this year. Although prophecy 
is always hazardous, the Democrats 
were able to point to the astounding 
political overturn in the Maine elec- 
tions as justification for their con- 
tention. When the citizens of Maine 
went to the polls on Sept. 13 few ob- 
servers expected anything except a 
considerable reduction in the normal 
Republican majority in the State. But 
the outcome was quite otherwise. The 
Democrats not only gained the Gov- 
ernorship of the State by a majority 
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of approximately 1,500 votes, but won 
two of Maine’s three Congressional 
seats. As the Maine campaign was 
fought out on national issues there is 
little explanation for the Democratic 
victory in this traditionally Republi- 
can stronghold except that the vot- 
ers were dissatisfied with the present 
administration at Washington. This 
political overturn was all the more 
sensational because Maine has not 
elected a Democratic Governor in a 
Presidential year since 1880, and even 
in that year the circumstances were 
not such that the Democratic success 
was clear-cut. The outcome, more- 
over, was highly important psycho- 
logically since the Republicans in par- 
ticular have fathered the phrase, “As 
goes Maine, so goes the nation”’—a 
statement which has not always been 
borne out but which has been used 
many times to Republican advantage. 


To reinforce their pretensions to 
success the Democrats have been able 
also to cite the straw votes held by 
newspapers and periodicals through- 
out the country. Most of these gave 
Governor Roosevelt a lead over Presi- 
dent Hoover. In Wall Street there was 
a sentiment that the Democrats would 
be victorious and betting odds favored 
the New York Governor. In short, an 
observer at the end of September had 
warrant to contend that 1932 would 
see a wave of protest and discontent 
sweep away the normal Republican 
majority in the United States and 
carry the Democrats to victory. 

On the other hand, the Republicans 
could maintain that their real effort 
did not begin until President Hoover 
spoke at Des Moines, Iowa, on Oct. 4. 
During September the party had been 
content with numerous speeches by 
members of the Hoover Cabinet nota- 
bly Secretary Mills and Secretary 
Hurley, who attempted to counteract 
the affect of the Roosevelt tour by 
following the Governor about the 
country and answering the assertions 
which he made in his addresses. As 
far as the public could see, the Re- 
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publicans had not anticipated a vig- 
orous campaign until the Democratic 
victory in Maine brought home the 
realization that the party faced disas- 
ter at the polls. Following President 
Hoover’s declaration that the Maine 
upset showed a need for “renewed 
and stronger effort,” the party 
sought greater funds for its cam- 
paign chest and urged upon the Presi- 
dent that he make an extended speak- 
ing tour. To this latter request, Presi- 
dent Hoover turned a deaf ear and 
apparently adhered to his resolution 
to give only three major addresses be- 
fore the election. In a [etter to the 
president of the Republican Club of 
Massachusetts Calvin Coolidge on 
Sept. 26 demanded a “fighting cam- 
paign” and the former President gave 
further support to the candidacy of 
Mr. Hoover by a speech in New York 
City on Oct. 11. A corps of speakers 
for the party was organized by Oc- 
tober and was ready to appeal for 
support of the administration in all 
sections of the country. Yet in spite 
of renewed activity in the Republican 
camp, the party still manifested out- 
wardly a demoralized and disorganized 
condition. 


New vigor and new hope were in- 
jected into the Republicans by the ap- 
pearance of President Hoover at Des 
Moines on Oct. 4, when, in an address 
filled with human appeal, he placed 
before the citizens of his native State 
the record of his administration in 
its battle with the economic crisis and 
expounded his program for agricul- 
tural rehabilitation. He told how at 
one time during the past year the 
country seemed about to go off the 
gold standard, and how the combined 
efforts of the administration and the 
nation’s bankers evolved measures 
which prevented such a disaster. At 
the same time the government was 
able to bring about a loosening of 
credit and a restoration of confidence 
in the Federal Treasury, which had 
found itself in dire straits as a result 
of the decline in revenue. 
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After assailing the attitude of the 
Democrats in Congress—the meas- 
ures they proposed, the President 
maintained, “brought discouragement 
and delay to recovery’—Mr. Hoover 
dealt with the question nearest the 
hearts of his audience. But when he 
turned at this point to the farm 
problem he was on unsafe ground. 
Certainly his statement that “the 
very basis of safety to American agri- 
culture is the protective tariff on 
farm products” laid him open to at- 
tack. The President then went on to 
advocate eleven more points which 
would aid the farmer: (1) Repeal of 


the price-stabilization provisions of 


the farm marketing act; (2) diver- 
sion of land from unprofitable to 
profitable use; (3) completion of a 
vast inland waterway system; (4) re- 
lief for recipients of drought, feed 
and seed loans who at present are 
unable to repay; (5) a conference of 
experts to work out a coordinated 
system of taxation which will lessen 
the tax burden on the farmer; (6) ex- 
pansion of credits to make available 
short-term loans for production ne- 
cessities; (7) extension of loans 
through the Reconstruction Finance 
Corporation which will relieve the 
farmer from carrying over his stocks; 
(8) relief of farm-owners from press- 
ing long-term mortgage payments; 
(9) government participation in all 
measures likely to further expansion 
of agricultural markets; (10) the use 
where possible of payments from 
foreign debts to secure an expansion 
of foreign markets for agricultural 
products; (11) continued efforts to 
reverse the processes of deflation. 


The Republican press of the nation 
rang with praises of the President’s 
Des Moines speech, but the effect on 
the Stock Exchange was adverse and 
his mention of past dangers to the 
gold standard brought about a new 
European raid on the dollar. On the 
return trip to Washington the Presi- 
dent was well received wherever his 
train stopped and he made several 
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brief speeches from the platform of 
his car. At Fort Wayne, Ind., he spoke 
at greater length, attacking his oppo- 
nents for the “deliberate, intolerable 
falsehoods” which they have spread 
about his lack of sympathy with the 
misery of the American people during 
the years of economic distress. 

Probably in most Presidential elec- 
tions—where there has been any real 
contest—local politics have clouded 
the issues and complicated the choice 
before the voters. The present election 
is a case in point. In Wisconsin, for ex- 
ample, the La Follette group which 
has controlled the State for years was 
defeated at the Republican primaries 
on Sept. 20 by the regular Republi- 
cans. This result, due in part to 
prevalent dissatisfaction of the voters 
with all those who hold office, opened 
the way for a possible Democratic vic- 
tory in that State in November if the 
La Follette following should desert 
the Republican regulars and vote 
with the Democrats who have long 
been supporters of the Wisconsin pro- 
gressives. 

In Massachusetts and Connecticut 
the Democrats have so far been di- 
vided into Smith and Roosevelt fac- 
tions, which may well weaken the 
party’s strength on election day; on 
the other hand, the Republicans in 
those States are likewise disunited. 
In Pennsylvania the normal Republi- 
can majority is menaced by the re- 
calcitrancy of Governor Pinchot, the 
failure of the Reconstruction Finance 
Corporation adequately to support 
unemployment relief in the State and 
the charges pending against the Re- 
publican Senator, James J. Davis, of 
profiting from a lottery run by the 
Loyal Order of Moose. Moreover, in 
many Republican States present of- 
ficeholders are concentrating their 
efforts on saving their own skins and 
are ignoring the national campaign, 
which led a New York columnist to 
say: “Mr. Hoover on his Western trip 
will need somebody to introduce him 
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to a lot of Republican candidates for 
Governor and United States Senator 
who remember Mr. Hoover’s face but 
cannot for the life of them recall his 


Undoubtedly the most complicated 
local situation is in New York State, 
where Tammany Hall is divided in its 
attitude toward the Presidential 
hopes of Franklin D. Roosevelt and 
where national, State and New York 
City politics are amazingly inter- 
twined. Tammany has never been 
fond of Roosevelt and opposed his 
nomination at the convention in June. 
The dislike was not lessened by the 
Governor’s conduct of the hearing on 
the charges against Mayor James J. 
Walker of New York City, which was 
followed by the Mayor’s resignation. 
Although Tammany agreed upon the 
candidacy of John P. O’Brien for 


Mayor of the city—Walker was 
shelved by the city convention—the 
Hall was badly split in regard to the 
nomination for Governor of the pres- 
ent Lieutenant Governor, Herbert H. 


Lehman. Mr. Lehman, who had the 
support of both Governor Roosevelt 
and Alfred E. Smith, received the 
nomination in spite of Tammany’s 
hostility. But here is a factional quar- 
rel which has menaced the Roosevelt 
candidacy from the beginning and 
which may have important conse- 
quences on Nov. 8. 


And in any estimate of the prob- 
able outcome of the campaign the 
various minor political groups must 
be considered. The Socialist party, in 
particular, is making a strong appeal 
for votes and its candidate is carry- 
ing his message to many sections of 
the country. The militant drys may 
help to upset the election result if the 
voting is close, as also may the divers 
other minor parties. (See the article 
“Political Dissent in 1932” on pages 
161-166 of this issue.) 

Behind all political manoeuvres and 
political situations is the fundamental 
issue of the campaign—economic con- 
ditions. The Republicans in one 
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speech after another have asserted 
that the policies of the Hoover Ad- 
ministration have saved the nation 
from a disaster worse than that 
which has occurred and that only by 
adhering to the program already 
adopted can the United States be led 
back to a more normal economic life. 
The Democrats, on the other hand, 
have attacked most of the Hoover ef- 
forts and plans, maintaining that the 
Republicans are in part responsible 
for what has happened and have at 
no time attempted to rectify the fun- 
damental causes of the crisis, propos- 
ing and enacting instead palliatives 
whose success, undoubtedly question- 
able, hinges in any case upon quick re- 
covery of the patient. 

Both parties can find support in the 
present economic situation of the 
country. The nation’s financial struc- 
ture does seem to have overcome 
many of its difficulties; the decline 
in bank failures, a decrease of the 
amount of currency in hoarding, and 
the apparent stability of the gold 
standard have given people a new 
sense of security and tended to end 
the feeling of panic that has been so 
widespread. On the other hand, the 
report of the Reconstruction Finance 
Corporation for the first seven 
months of its existence showed that 
up to Aug. 31 it had advanced $784,- 
214,459 to 4,324 banks and trust com- 
panies—small wonder that outwardly 
the banking situation seems im- 
proved. The stock market, which at 
the end of the Summer had a promis- 
ing rise, was dull during most of Sep- 
tember and showed little prospect of 
any genuine boom. 


Business as a whole has shown only 
slight recovery. The index of business 
activity for the week ending Oct. 1 
stood at 55.2, compared with 52.2 for 
the week ending Aug. 20 and 68.5 for 
the corresponding week in September 
a year ago. However small, this im- 
provement has engendered new hope 
throughout the country and has been 
reflected in the increase of one-half 





202 


of 1 per cent in employment in Au- 
gust as compared with July. This rise 
was the first in two years of steady 
decline in the number employed. Com- 
modity prices which rose encourag- 
ingly during the Summer months 
have been unable to maintain the im- 
provement; the index fell from 96.3 
for the week ending Sept. 6 to 93.1 
for the week ending Oct. 4. Although 
the figures for foreign trade in Au- 
gust showed the first upturn since 
March, with exports at $107,000,000 
and imports at $91,000,000, the total 
of exports was $54,000,000 less than 
a year ago, while imports were down 
about $75,000,000. The indices for 
activity in steel production, electric 
power output and automobile manu- 
facture have remained at low figures 
and have offered little room for en- 
couragement. Business failures for 


September, however, were the smallest 
in number and liabilities for any month 
of the year. In short, for campaign 
purposes the Republicans can claim 
legitimately that the panic period of 


the economic crisis has been over- 
come, but they are hardly justified 
in maintaining that any real business 
recovery has begun. Whichever party 
is successful at the polls will face the 
tremendous task of bringing about 
that recovery. 


Meanwhile many problems relating 
to the economic situation remain un- 
solved and figure in the campaign. For 
instance, in spite of the claim that 
Congress at its last session succeeded 
in balancing the budget, the Treasury 
for the first quarter of its fiscal year 
showed a deficit of $401,947,964 as 
compared with $388,373,557 a year 
ago—this in the face of an increase in 
taxes and a decrease of $144,707,000 
in expenditures—and it would have 
been larger if Treasury advances to 
the Reconstruction Finance Corpora- 
tion had been included. The railroads 
and the building and loan associa- 
tions present unpleasant aspects on 
the business landscape. The farm 
problem and the continued chaos in 
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coal mining are of concern to all con- 
nected with government, while the 
issue of immediate payment of the 
bonus still threatens the already em- 
battled Treasury. 

Although the net operating income 
of the Class I railroads for August 
showed a decline of 49.7 per cent as 
compared with the same month a 
year ago, this was an improvement 
over the July figure, which was 79.6 
per cent below the net for July, 1931. 
Another hopeful development is the 
agreement by the heads of the New 
York Central, the Pennsylvania, the 
Baltimore & Ohio, and the Chesapeake 
& Ohio to accept the plan of the Inter- 
state Commerce Commission for the 
consolidation of the Eastern railroads 
into four trunk systems, a scheme 
which is expected to bring about 
great operating economies. With the 
decline in revenue the roads may 
find it extremely difficult to provide 
for the $187,000,000 in bonds and 
$107,000,000 in equipment obligations 
which mature next year. Perhaps 
this problem explains the appoint- 
ment of a semi-private committee, 
headed by former President Coolidge 
and composed of leading figures in 
industry and banking, to study the 
railroad situation in order to protect 
the holders of railroad bonds. 


The attempt of the railroads to 
bring about a 20 per cent reduction 
in the wages of their unionized em- 
ployes has been obstructed by the re- 
fusal of the unions to enter a confer- 
ence on the question with the railway 
executives. Moreover, President Hoo- 
ver has asked the heads of the roads 
to defer action on the proposed pay 
cut until the end of the year. This 
appeal of the President has borne 
fruit, but the roads are seeking to ex- 
tend beyond Feb. 1, 1933, the present 
agreement under which wages have 
already been reduced 10 per cent. 


The condition of building and loan 
associations which have found them- 
selves hard-pressed for funds is ex- 
pected to be relieved when the Federal 
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Home Loan Banks are opened on Oct. 
15. In spite of substantial public sub- 
scription to the stock of these banks, 
it was admitted on Sept. 30 that the 
Treasury would be called upon to pro- 
vide the $125,000,000 authorized by 
Congress necessary to meet the $134,- 
000,000 minimum capitalization of 
these banks. When finally in opera- 
tion, the new system is expected to 
put an end to the present frozen con- 
dition of many building and loan as- 
sociations. 

The farm situation shows little 
change from month to month. The 
strike of farmers which began in 
Iowa on Aug. 8 in an attempt to raise 
the price for farm products continued 
through September and was repro- 
duced on a small scale in sections of 
North Dakota and Minnesota. On 
Sept. 9 a conference of the Governors 
of South Dakota, Iowa, Minnesota and 
North Dakota-and representatives of 
the Governors of Oklahoma, Ne- 
braska, Wyoming, Ohio and Wiscon- 
sin met at Sioux City, Iowa, to study 
proposals for farm relief. At the 
close of their meetings they recom- 
mended: 


That the tariff system be revised to give 
equality of protection to agricultural 
products and to lessen the burden of 
foreign competition with our farm prod- 
ucts, including fats and oils. 

That a sound expansion of currency 
would do justice between debtors and 
creditors and enhance commodity prices. 

That the national agricultural credit 
system should be reorganized so as to re- 
finance the American farmer at a lower 
rate of interest. 

That the Reconstruction Finance Cor- 
poration immediately extend its credit 
facilities to the American farmer. 

That surplus-control legislation should 
elevate the domestic price level of Amer- 
ican products. 


Other proposals for farm aid were 
found in a project whereby the Re- 


construction Finance Corporation 
would facilitate the sale of American 
grain in foreign markets and the dec- 
laration by President Hoover on Sept. 
28 of a moratorium on 75 per cent of 
the government’s crop-production 
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loans to wheat farmers until Congress 
should have an opportunity to pass 
upon a definite extension. 

During most of September repre- 
sentatives of the United Mine Work- 
ers and the anthracite operators dis- 
cussed a proposed wage reduction of 
20 to 25 per cent for miners in the 
hard-coal districts of Pennsylvania. 
Both sides agreed that “coal is a sick 
industry,” but the unions fought any 
wage cut, attacking freight rates and 
heavy taxes as partial causes for the 
plight of the business. In one of the 
sessions it was revealed that approxi- 
mately 50,000 anthracite miners were 
unemployed. No decision being 
reached in regard to a wage cut, the 
question was referred to a board of 
conciliation. 

Meanwhile the strike in the Ilinois 
coal fields (see October CURRENT HIs- 
TORY, page 81) continued with riot- 
ing, picketing and the use of troops. 
But with the signing of a new wage 
agreement between the coal operators 
and the Progressive Miners’ Union— 
a group formed as a protest against 
the wage scale adopted in August by 
the United Mine Workers—the strike 
was expected to end before long. In 
September, also, a strike in the bitu- 
minous coal area of Southern Ohio 
which had been in progress since Feb. 
1 was ended with a compromise wage 
agreement negotiated between union 
officials and mine operators by Gov- 
ernor White. 

And finally among the irritating 
problems of the moment is the de- 
mand of the war veterans for immedi- 
ate payment of the bonus. At the 
annual convention of the American 
Legion at Portland, Ore., on Sept. 
15 it was voted, in face of the an- 
nounced disapproval of President 
Hoover, to urge “the full and immedi- 
ate payment of the adjusted service 
certificates.” It is conceivable that, if 
the Legion had not been so hostile to 
the President as a result of the forced 
evacuation of the B. E. F. from the 
capital in July, it might have heark- 
ened to his appeal against the bonus 
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as it did a year ago. As it was, 
however, the President was fortunate 
to escape a vote of censure from the 
convention. Immediately after the 
vote of the Legion, newspapers and 
citizens throughout the country con- 
demned what was characterized as a 
raid upon the Treasury while anti- 
bonus groups were formed among ex- 
service men. Republicans, dismayed 
by the rise of this issue, attempted to 
force from Governor Roosevelt a 
statement of his poSition on the 
bonus. While there can be little justi- 
fication for the bonus, particularly at 
this time, it must be admitted that in 
their attempted Treasury raid the 
veterans are following the best Amer- 
ican tradition of forcing the govern- 
ment to give people what they want. 
Nor is the opposition to the bonus 
strengthened by the fact that it is led 
by men who pay heavy taxes for the 
support of the government and yet 
are constantly seeking favors for 
themselves from successive adminis- 
trations. 


While most of these problems can 
be settled slowly and only over a long 
period of time, there can be no delay 
in providing for the millions of 
Americans who are unemployed and 
who face the coming Winter without 
resources. Whatever business upturn 
there may be, it is now recognized, 
will be too gradual to relieve unem- 
ployment immediately. On Sept. 15 
the Welfare and Relief Mobilization 
Conference was opened at the White 
House. At that meeting President 
Hoover declared that the nation’s 
leaders sought to insure that “no 
man, woman or child shall go hungry 
during the approaching Winter.” 
Newton D. Baker is chairman of this 
group which seeks to aid local chari- 
table organizations in the raising of 
relief funds. In the same field of un- 
employment relief are the activities 
of the Red Cross which in many cen- 
tres is on practically a wartime basis, 
endeavoring to supply the needy with 
proper clothing. 
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Of a different nature is the attempt 
to spread employment by instituting 
the five-day week and to make jobs 
by modernizing old plants or repair- 
ing run-down factories. A forty-hour 
week has the stamp of approval of 
the Chamber of Commerce of the 
United States, and several large in- 
dustries—General Motors, for ex- 
ample—have placed many of their 
employes on the five-day week with- 
out reduction in pay. The “share-the- 
work” movement under the direction 
of Walter C. Teagle, president of the 
Standard Oil Company of New Jersey, 
hoped to find work for more than 
1,000,000 men in the course of its 
drive for jobs in October. But the the- 
ory of “share-the-work” is extremely 
unsound in an economic sense, how- 
ever much it may alleviate unem- 
ployment for the moment. 


The unemployment relief work of 
the Reconstruction Finance Corpora- 
tion has been exasperatingly slow in 
getting under way. Loans to finance 
self-liquidating projects have been 
made as follows: $40,000,000 to the 
Metropolitan Water District of South- 
ern California; $13,000,000 for the 
Public Belt Bridge of New Orleans; 
$105,000 to the city of Madison, N.D., 
for an addition to its light and power 
plant; $5,784,000 to the Middle Rio 
Grande Flood Control District; $645,- 
620 to the city of Ogden, Utah, and 
$50,000 to Prescott, Ariz. Direct loans 
for relief to States and their sub- 
divisions totaled $35,455,171 up to 
Sept. 30. To aid unemployment fur- 
ther President Hoover on Sept. 9 or- 
dered the speeding up of public con- 
struction by about $200,000,000. The 
emergency Treasury-Postoffice build- 
ing program now includes approved 
projects whose total cost will ap- 
proximate $653,690,000, but most of 
these are not yet started. 


While all these plans and projects 
will alleviate distress to a certain ex- 
tent, they do not touch the root of the 
unemployment evil, and in spite of 
agitation and advice by prominent 
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citizens the nation still seems to hesi- 
tate to work out any program which 
will provide a permanent system for 
meeting chronic and periodic unem- 
ployment. 


THE ISLAND DEPENDENCIES 


In the midst of so many domestic 
difficulties, the American people tend 
to forget their island dependencies. 
Governor James R. Beverley, in his 
first annual report published on Sept. 
23, called attention to the serious so- 
cial and economic plight of Puerto 
Rico. He maintained that the island’s 
population, which is too large for an 
agricultural society, is the fundamen- 
tal problem which largely controls 
living, health and labor conditions 
among Puerto Ricans. According to 
the last census 465.5 persons are to be 
found in the island to the square mile. 
Although the island’s economic situ- 
ation is bad and foreign trade during 
the past year showed a drop of $27,- 
000,000, there was a larger favorable 
trade balance than for the previous 
year, and the condition of the govern- 
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ment’s finances is better than a few 
years ago. 

To complicate conditions in Puerto 
Rico a hurricane swept through the 
island on Sept. 27, leaving in its wake 
200 killed, more than 1,000 injured 
and at least $1,000,000 in property 
damage. As an aftermath of the 
storm, influenza and malaria threat- 
ened to appear in epidemic form. Four 
years ago another hurricane swept 
the island and the effect of that 
storm had not been fully wiped out 
when this new visitation occurred. 

In the Philippines the problem of 
independence is still to the fore, al- 
though the Filipinos seem to be un- 
able to suggest any solution of the 
economic problems which will arise if 
independence ever becomes real. Dur- 
ing the session of the Legislature in 
the Summer months, attempts were 
made to set up restrictions against 
foreign dumping in the islands as 
part of general tariff revision which 
would stimulate home industry. But 
further than that, economic aspects of 
independence have not received the 
consideration they require. 


Mexico Reopens War on Church 


By CHARLES W. HACKETT 
Professor of Latin-American History, University of Texas; Current History Associate. 


N a papal encyclical dated Sept. 30 

Pope Pius XI announced a policy 
of “formal cooperation” with the 
authorities of Mexico which would not 
involve the renunciation of the prin- 
ciples which he had enunciated previ- 
ously or the withdrawal of his past 
condemnation of the “legal persecu- 
tion” of Catholics in Mexico. Pope 
Pius particularly directed his protests 
at the varied application of laws limit- 
ing the number of priests which, in 
some cases, is only one for each 
100,000 persons. 

“To approve such an iniquitous 


law, or to give it spontaneously a true 
and real cooperation,” Pope Pius 
wrote, “is undoubtedly forbidden and 
sacrilegious; but absolutely different 
is the case of him who subjects him- 
self to such an unjust prescription 
only against his will and protest, and 
who does all he can to diminish the 
unhappy effects of the unhappy law.” 

Pope Pius’s plan of cooperation per- 
mits the Mexican priests to ask per- 
mission from the Mexican Government 
to exercise their ministry. This con- 
duct, he wrote, “is therefore not much 
different from that of the man who, 
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having been despoiled of his posses- 
sions, sees himself forced to ask the 
unjust despoiler to grant him at least 
the use of his possessions.” 

With reference to limiting the num- 
ber of priests in Mexico, Pope Pius 
charged the Mexican Government with 
“acting against the spirit in which 
the modus vivendi [of 1929] was con- 
cluded.” That agreement regulated the 
operation of the church, but many 
parts of it, he said, have been violated 
by imprisonment or expulsion of 
Bishops, priests and the faithful, and 
by failure to recall all Bishops from 
exile. The episcopate and the faithful 
were urged by the Pontiff to continue 
protests against the laws limiting the 
number of priests. Admitting that 
these efforts may be futile, he said 
that they will serve to convince the 
faithful that the Mexican Government 
“offends liberties of the Church which 
the Church will never renounce, even 
in the face of violence of persecutors.” 


The encyclical aroused bitter re- 
sentment and criticism in Mexico. El 
Nacional, the organ of the dominant 
National Revolutionary party, in a 
bitter editorial attack upon the en- 
cyclical, characterized it as “violent 
and non-apostolic.” It also charged 
that the encyclical was ‘one of the 
many infantile methods” chosen by 
the Papacy to divert attention from 
the part which the Mexican authori- 
ties believe the high clergy played in 
the assassination of President-elect 
Obregon in July, 1928. This surmise, 
it was declared, appeared to be correct 
in the light of declarations which were 
alleged to have been made recently 
by a Mexican cleric, Padre Jiménez, 
who has been wanted in connection 
with the assassination and who was 
placed under arrest in Mexico City in 
September. 


Provisional 


President Rodriguez 
was quick to second these sentiments 
and to couple with his criticism of the 
Pope’s encyclical a sinister warning 
to the Catholics of Mexico. His state- 
ment, in part, follows: 
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The present government, founded on 
revolutionary principles which include 
the complete spiritual liberation of the 
masses and the elimination of fanaticism, 
counts on the full support of all classes 
and will not tolerate dominion of any out- 
side power. 

In answer to the open inciting of the 
clergy to provoke agitation, I declare that 
at the slightest manifestation of disorder 
the government will proceed with the 
greatest energy to resolve definitely this 
problem which has cost the nation so 
much blood and sacrifice. 

I fully respect the liberty of worship 
established by the Constitution, but I can- 
not tolerate those who do not know how 
to do honor to their own religion and uti- 
lize national property to pursue a cam- 
paign hostile to the government. If the 
insolent and defiant attitude shown in 
the recent encyclical continues, I am de- 
termined that the churches will be con- 
verted into schools and shops for the ben- 
efit of the proletarian classes of Mexico. 

This broadside was followed by the 
passage of a resolution in the Cham- 
ber of Deputies on Oct. 3 calling for 
the deportation of Mgr. Leopoldo Ruiz 
y Flores, Apostolic Delegate and Arch- 
bishop of the State of Morelia, as an 
undesirable foreigner. The next morn- 
ing the Archbishop was unceremoni- 
ously placed in an airplane bound for 
the United States by agents of the 
Department of the Interior. Although 
Mer. Ruiz y Flores was born in Mexico, 
he was held to be a foreigner because 
he declared he owed allegiance only 
to the Pope, the ruler of a foreign 
State. Before his deportation the 
Papal Delegate insisted that President 
Rodriguez had misinterpreted the in- 
tent of the encyclical. Instead of in- 
citing disobedience of the religious 
laws, Mgr. Ruiz y Flores said, it urged 
the clergy and the people “to tolerate 
the laws after exhausting all means 
of protest and to intensify the prac- 
tice of Christian life by means of 
Catholic religious instruction.” The 
Pope could not be called a foreign 
power, “because it is through him that 
God and Jesus Christ rule over the 
world.” Pacific opposition to laws 
which were oppressive to religious 
rights could not be called rebellion, 
he added. On Oct. 6 the Legislature 
of the State of Vera Cruz passed a 
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decree declaring that all priests had 
lost their rights of citizenship and em- 
powering the Governor to take over 
all property of the Catholic Church 
and convert it to other uses. 


The Southern Pacific Railroad was 
returned to its owners on Sept. 25 
after having been operated by the 
Mexican Government for two months 
because of a strike that had paralyzed 
traffic. The strike remained unsettled, 
but the railroad workers received 
orders from the government to accept 
the direction of the former manage- 
ment, pending negotiations. Mean- 
while, the National Board of Arbitra- 
tion and Conciliation has appointed a 
committee of representatives of the 
workers and owners to settle the dis- 
pute under the supervision of the Min- 
istry of Industry, Commerce and 
Labor. 


A decree which indicated a return 
of Mexico to the gold standard, fol- 
lowing its abandonment in July, 1931, 
was issued by the Treasury Depart- 
ment on Sept. 22. The decree author- 
izes the Finance Minister to invest in 
the purchase of Mexican-produced 
gold the profit obtained from the coin- 
age of silver since May, 1931, utilizing 
for that purpose the issuance of silver 
paper notes. The day after this action 
the value of the peso increased twenty 
points to 3.33 pesos for an American 
dollar. 


NICARAGUAN ELECTIONS 


Preparations for the Nicaraguan 
Presidential election on Nov. 6 pro- 
gressed steadily during September. 
Former President Emiliano Chamorro 
was nominated on Sept. 5 by the Con- 
servative party for the Vice Presi- 
dency on the ticket with former Presi- 
dent Adolfo Diaz. The candidates of 
the Liberal party, Dr. Juan B. Sacasa 
for President and Dr. Rodolfo Espi- 
nosa for Vice President, had been 
nominated previously. All candidates 
for the Nicaraguan Senate and House 
of Representatives registered on Sept. 
6 with the National Election Board. 
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Admiral C. H. Woodward, chairman 
of the United States Election Mission 
in Nicaragua, notified both parties 
that the mission would provide equal 
transportation for the Presidential 
candidates, making it possible for 
them to visit distant and almost inac- 
cessible departments in the interest 
of their campaigns. To assist the 
American election officials in conduct- 
ing the registration and the election, 
more than 500 United States marines 
were sent to Matagalpa, Rivas, Leon, 
Chinandega and other cities. Registra- 
tion was completed on Oct. 2. Early 
reports indicated a record vote. 


A 25 to 100 per cent general in- 
crease in tariff rates was approved 
by the Nicaraguan Congress on Sept. 
3. The increases, which became effec- 
tive immediately, are to prevent the 
importation of luxuries and to protect 
home industries. Revenues derived 
from them were pledged to guarantee 
a loan. The foreign commerce of Nica- 
ragua for the first six months of 1932 
showed a favorable balance of $1,000,- 
000. Both exports and imports de- 
clined 35 per cent as compared with 
the same period in 1931. The country’s 
foreign trade last year was about the 
same in volume and value as in 1910. 


No relief from rebel opposition was 
effected by the Nicaraguan National 
Guard during September. From Aug. 
29 to Sept. 24, seventeen engagements 
occurred, in which at least thirty 
rebels and one guardsman were killed. 
No fewer than seven American marine 
officers commanded National Guard 
patrols in these battles. Reports that 
the rebels were approaching danger- 
ously near to the large coffee planta- 
tions in the departments of Jinotega 
and Matagalpa were made by coffee 
planters of those districts on Sept. 12. 
Twelve days later it was reported that 
rebels were burning valuable coffee 
plantations near Matagalpa. 


HAITI REJECTS NEW TREATY 


The unanimous rejection by the 
Haitian National Assembly of a new 
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treaty between the United States and 
Haiti was reported on Sept. 21. The 
new pact, designed to take the place 
of the treaty of 1915, was signed in 
Port au Prince on Sept. 3 by United 
States Minister Munro and Haitian 
Foreign Minister Planchet. In general 
it was said by its proponents to pro- 
vide for the concessions to Haiti that 
were recommended by the Forbes 
Commission, appointed by President 
Hoover early in 1930. 

The committee of the National As- 
sembly, whose report was adopted, 
declared that although the new treaty 
“pretended to liquidate the treaty of 
1915, it is, in fact, only the same 
treaty reinforced.” The report further 
declared that the new treaty neither 
conformed with the recommendations 
of the Forbes Commission nor with 
those of President Hoover in his De- 
cember, 1929, message to Congress. 
In the committee’s opinion the out- 
standing novelty in the new treaty 
was the change of the name of the 
United States official known as “fi- 
nancial adviser” to “fiscal representa- 
tive.” 

Following the rejection of the 
treaty, President Vincent, who had 
repeatedly urged its ratification, de- 
clined to accept any responsibility for 
the action. 


RENEWED VIOLENCE IN CUBA 


The’ wave of political assassinations 
which swept over Cuba during Sep- 
tember left behind it a toll of thirteen 
dead and twenty-four wounded. In- 
cluded among these victims was Dr. 
Clemente Vasquez Bello, President of 
the Senate, who was shot down in 
Havana on Sept. 27 while riding in his 
automobile. Dr. Bello was a strong 
supporter of President Machado and 
was frequently mentioned as his suc- 
cessor. A few days after Bello’s demise 
—apparently as an act of retaliation— 
three brothers, Representative Gon- 
salo Freyre de Andrade, Guillermo 
Freyre de Andrade, a lawyer, and Leo- 


poldo Freyre de Andrade, an engineer, 
were assassinated in their home by 
seven unknown persons. All were well- 
known oppositionists. The same day 
saw the wounding of a fourth out- 
standing oppositionist, Representative 
Miguel Angel Aguiar, who partici- 
pated in the abortive rebellion against 
the Machado régime in August. 

Five persons were killed and sixteen 
wounded in riots between Liberals and 
Conservatives in the Pinar del Rio 
Province on Sept. 2 and 3. A school 
was bombed in Havana on Sept. 5, 
just before it was to open. The next 
day Lieutenant Echenique, military 
supervisor of a Havana suburb, was 
killed; a Negro chief of police of an- 
other district was gravely wounded, 
and five officers were slightly 
wounded in the Miramar subdivision 
while their were examining a bomb 
they had found. On Sept. 6 the bullet- 
ridden bodies of two brothers, one of 
whom was Florez Pérez, a member of 
the Directorio Estudiantil, which had 
been active in anti-administration ac- 
tivities, were found on a highway. In 
a battle between Rural Guards and al- 
leged Communists near Havana on 
Sept. 10, one person was killed and 
several were wounded. The same day 
a bomb which failed to explode was 
found in the home of Major Arsenio 
Ortiz of the Cuban Army. A powerful 
bomb, capable of inflicting wholesale 
death, was found in the Colon Ceme- 
tery, near the spot where Dr. Bello 
was to have been buried. 

Martial law was finally declared in 
Havana late in September. But de- 
spite the disorders, eighty-four politi- 
cal prisoners were freed on Sept. 12 
by order of President Machado. The 
majority of those liberated were uni- 
versity students, some of whom had 
been in the Isle of Pines Penitentiary 
without having been brought to trial. 
Dr. Juan Marinello, a university pro- 
fessor, a number of professional men 
and ten women were among those 
freed. 
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The Turmoil in South America 


By HENRY GRATTAN DOYLE 


Professor of Romance Languages, George Washington University; 
Current History Associate 


HE collapse of the Paulista rebel- 
lion in Brazil, ending a revolu- 
tionary movement that in point of 
potential military effectiveness as 
well as of numbers engaged is unique 
in South American history, shared its 
place as the most important event of 
the past month in the realm of domes- 
tic affairs in South America with the 
overthrow of the Davila régime in 
Chile. Presidential elections are al- 
ready announced both in Chile and in 
Ecuador, and the efforts of the two 
countries to regain their political 
equilibrium will be watched with 
interest. 

In the international field the unof- 
ficial war between Bolivia and Para- 
guay over the Chaco seems to have 
been prosecuted with a vigor and in- 
tensity that make one wonder how 
much greater effort, if any, a formal 
declaration of war might have called 
forth. The onset of the rainy season, 
however, seems likely to put an early 
stop to major military operations for 
five or six months and may provide 
an opportunity for the other Ameri- 
can Republics to bring about peace 
between the combatants. At the same 
time, the Puerto Leticia border inci- 
dent involving Peru and Colombia, 
which at first blush seemed likely to 
be dismissed by both governments as 
the act of a few Peruvian hotheads, 
rapidly assumed alarming proportions 
because of its repercussions upon na- 
tionalistic feelings in both countries. 
In this case the neutrals were able to 
act promptly, because of the existence 
of the machinery for conciliation and 
arbitration set up under the terms of 
the conciliation convention signed at 


the Fifth Pan-American Conference 
at Santiago de Chile in 1923 and re- 
vised at the Inter-American Confer- 
ence on Conciliation and Arbitration 
held at Washington in 1928-29. Al- 
though the neutrals have been unsuc- 
cessfully engaged at intervals since 
December, 1928, in efforts to end the 
dispute between Paraguay and Boliv- 
ia, the final chapter in those negotia- 
tions has not yet been written, and 
until it is, the question of the extent 
to which the inter-American concilia- 
tion machinery has helped the cause 
of international peace cannot fairly 
be answered. 


BRAZILIAN REVOLT COLLAPSES 


The rebel forces of the State of Sao 
Paulo on Oct. 3 surrendered to the 
Federals, ending a well-planned mili- 
tary revolt that began on July 9, 1932. 
Troops aggregating more than 130,000 
men, supported by modern artillery 
and airplanes, were involved on both 
sides during a conflict of nearly three 
months which presented many of the 
aspects of modern soldiering as exem- 
plified in the World War. Because of 
the mountainous terrain between the 
States of Rio de Janeiro and Sao 
Paulo, the Federal advance was made 
under great difficulties. The struggle 
also brought out again the importance 
of strategic railways, for it was the 
fall of the important railway centre 
of Cruzeiro and the impending capture 
of Campinas that spelled the defeat 
of the revolutionists. 

The war, as previously described 
here, was staged on three fronts. From 
the State of Rio de Janeiro Federal 
forces made painfully slow progress 
toward Cruzeiro and the neighboring 





210 


Mantequeria railway tunnel, control- 
ling the main line connecting Sao Paulo 
with the States of Rio de Janeiro and 
Minas Geraes. Further west another 
force operating from Minas Geraes 
gradually captured and held a num- 
ber of branch lines of the Sao Paulo 
railroad system, thereby impeding the 
mobility of troop operations on the 
“inner line,” which had given the reb- 
els initial advantage. On the south, 
a Federal force operating from the 
State of Parana not only slowed down, 
but finally stopped completely the 
projected rebel advance against Rio 
de Janeiro by compelling the rebels to 
detach needed troops in order to pro- 
tect the southern border, thus upset- 
ting the original rebel plan of cam- 
paign, which apparently called for an 
early drive against Rio de Janeiro, 
and contributing to the success of the 
Federal arms. 

The immediate cause of the rebel 
surrender, however, was a series of 
defeats administered during an almost 
continuous attack all along the line on 
the Cruzeiro and Minas Geraes fronts, 
which began early in September. The 
fall of Cruzeiro on Sept. 13, after an 
all-night battle, marked the beginning 
of the end. This was followed by a 
concerted drive on the Minas Geraes 
front, in which after nine days of 
fighting the Federals captured eleven 
cities in forty-eight hours and closely 
invested Campinas. In the meantime 
hopes of aid from other States, espe- 
cially Minas Geraes and Rio Grande 
do Sul, had faded. Arturo da Silva 
Bernardes, President of Brazil from 
1922 to 1926 and a leader in Minas 
Geraes, was captured on Sept. 22, an 
uprising under his leadership in Minas 
Geraes early in September having 
failed dismally. Borges de Madeiro, 
who led a similar abortive attempt in 
Rio Grande do Sul, was also captured 
and imprisoned with Bernardes on 
Rija Island in the bay of Rio de 
Janeiro. 

Faced with the inevitable, General 
Bertholdo Klinger, the German-born 








CURRENT HISTORY, NOVEMBER, 1932 


military leader of the revolt, made 
overtures for an armistice on Sept. 29, 
After a temporary resumption of hos- 
tilities the surrender took place as 
described. 

The Federal Government has given 
indications of dealing humanely with 
the defeated rebels, an amnesty hav- 
ing been granted all but the leaders. 
Military and civilian rebel prisoners 
are to be tried by a special commission. 
Reconstruction of highways and rail- 
roads was begun immediately. The 
Federal Government also was report- 
ed to have decided to legitimatize 
paper money issued by the rebels, is- 
suing bonds against the State of Sao 
Paulo for the total amount issued, 
which is reported to be about $14,- 
500,000. On Oct. 6 Minister of State 
Afranio de Mello Franco announced 
to the press that elections would pos- 
itively be held on May 3, 1933, as pre- 
viously announced. It was the deci- 
sion of the Vargas Government 
against earlier elections that led to 
the revolt. 

CHILEAN INSTABILITY 


Provisional President Carlos G. 
Davila of Chile announced on Sept. 
10 that elections for a new Constitu- 
tional Congress would be held on Oct. 
30. Three days later the so-called So- 
cialist Republic headed by Dr. Davila 
was overthrown by a group of army 
and naval officers led by General 
Bartolomé Blanche, commander-in- 
chief of the army, and Colonel Arturo 
Merino Benitez, chief of the Chilean 
air force. It was reported that the 
Provisional President refused to ac- 
cede to the militarists’ demand that 
he resign. He finally yielded after 
Colonel Merino and a group of avia- 
tion officers had threatened to bom- 
bard the Presidential Palace. 

Davila’s government had been in 
power about three months. He took 
office after overthrowing the consti- 
tutional régime of President Juan Es- 
teban Montero on June 4 last, with 
the aid of Colonel Marmaduque Grove, 
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and had been in control ever since 
except for a brief period following a 
coup by Colonel Grove, his erstwhile 
ally. Like President Montero, whom 
he replaced, Davila fell a victim to 
Chile’s unhappy economic condition 
and to the heterogeneity of her politi- 
cal life. No group, whether intellec- 
tual, militarist, or proletarian, seems 
to command enough support to re- 
main in power more than a few weeks 
or, at most, months. The intellectuals 
and professional classes have had 
their opportunity with President 
Montero, the left wing with President 
Davila, and the militarists with Gen- 
eral Blanche, who assumed the Provi- 
sional Presidency after Dr. Davila re- 
signed. All have failed to establish 
themselves. 


General Blanche held office only 
one day when Colonel Merino at- 
tempted to displace him, the break 
between the two paralleling that be- 
tween Dr. Davila and Colonel Grove 
last June. Merino resorted to his usual 
threat to bomb Santiago, but when 
Blanche sent troops against El 
Bosque airport, Merino and his fol- 
lowers seized about thirty airplanes 
and flew northward to the airport at 
Colina, 20 miles away. When troops 
approached that haven, they took the 
air again for Ovalle airport, 210 miles 
north of Santiago. Apprised by wire 
of the approach of the air force, au- 
thorities at Ovalle field destroyed all 
gasoline, and Colonel Merino and his 
aviators, 52 in number, were on Sept. 
15 captured by loyal military forces 
after a few shots from government 
artillery. 


Apparently in control of the gov- 
ernment, General Blanche announced 
that impartial Presidential and Con- 
gressional elections would be held on 
Oct. 30, the date already fixed by 
Davila. A state of siege until Oct. 21 
was declared, in order to give the 
government extraordinary powers in 
dealing with civilian demonstrations 
against the military régime. When 
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General Pedro Vignola, commander 
at Antofagasta, in Northern Chile, 
demanded that a civilian government 
be set up in Santiago, General Blanche 
removed him from command of the 
first army division and sent General 
Armando Marin Mujica to replace 
him. The latter was arrested on 
arrival, but finally allowed to return 
to Santiago. A civilian junta was set 
up in the north, which demanded the 
restoration of civilian government, 
and protested the return of Colonel 
Ibafiez, former President, from Argen- 
tina. On Oct. 1 demonstrations against 
the troops in Santiago resulted in a 
brush in which four civilians were 
wounded. That night General Blanche 
turned over the Provisional Presi- 
dency to Chief Justice Oyanedel of the 
Chilean Supreme Court, utilizing the 
common Latin-American device of ap- 
pointing him Vice President and then 
resigning in his favor. The new Provi- 
sional President took the oath on Oct. 
2, only to be met by demonstrations 
in favor of Colonel Grove, now a pris- 
oner on Easter Island and a favorite 
of the radical elements and of Chile’s 
200,000 unemployed. A fusion Cabinet 
was completed and took office on Oct. 
4, with the expectation of remaining 
in power until the results of the elec- 
tions of Oct. 30 were known. Dr. 
Davila, who with his family, reached 
Callao, Peru, en route to New York, 
announced his intention of settling 
permanently in the United States. 


ELECTICNS IN ECUADOR 


Elections in Ecuador were called 
for Oct. 30 and 31 to fill the vacancy 
created by the disqualification of 
Neptali Bonifax, successful Conser- 
vative candidate for the Presidency 
in 1931, Efforts of a military group 
to form a dictatorship and seize pow- 
er from the Provisional President, Al- 
berto Guerrero Martinez, led to a vote 
of censure passed by Congress 
against Secretary of War Leonardo 
Sotomayer, who promptly resigned. 
On Oct. 5 two Socialist members of 
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the Provisional Cabinet followed his 
example and resigned. 


WARFARE IN THE CHACO 


On Sept. 9 Paraguayan troops 
launched a major attack on Fort Bo- 
queron, a Chaco stronghold 225 miles 
northwest of Asunci6én, which had 
been captured from them by the Bo- 
livians on July 31. Twenty days later, 
after almost daily assaults in which 
1,000 are reported to have been killed 
on both sides, the Paraguayans cap- 
tured the fort, taking 1,000 prisoners. 
Bolivian official news sources denied 
the fall of the fort, but an official of 
the Bolivian general staff was re- 
ported on Oct. 1 to have admitted the 
evacuation of Fort Boquer6on and Fort 
Toledo. Numbers engaged in the 
fighting around Fort Boquer6én were 
reported as between 8,000 and 10,000 
Paraguayan besiegers and 2,000 Bo- 
livian defenders. From Boqueroén the 
Paraguayans, according to dispatches 
from Buenos Aires, launched an at- 
tack on Fort Arce, headquarters of 
the Bolivian Central Army, and on 
Oct. 1 were reported engaged in bat- 
tle, 8,000 strong, against an equal 
number of Bolivians. On Oct. 2 the 
War Ministry at Asuncioén claimed 
that Paraguay had reoccupied Fort 
Pitiantuta, also called Mariscal Lopez, 
about seventy-five miles south of Bo- 
queron. ' 

While Bolivian and Paraguayan re- 
ports seldom agree, it is not unlikely 
that reports of Paraguayan successes 
are approximately correct. Fighting 
in a swampy country, to which many 
of them are not acclimated, and far 
removed from their natural bases of 
supply, it would not be surprising, 
other things being equal, if the Boliv- 
ian forces had found their task a 
heavy one. 

In the meantime neutral efforts to 
settle the trouble have continued, but 
without definite results. Joint action 
for peace by the four neighboring neu- 
tral countries—Argentina, Brazil, 
Chile and Peru—once so promising, 
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does not appear likely to be effective, 
while Chile is suffering from serious 
internal troubles and Peru is herself 
involved in a territorial dispute with 
Colombia. Argentina, however, has in- 
creased her forces along the Pilco- 
mayo River, a new army corps having 
been created, with headquarters at 
Formosa. 


THE LETICIA INCIDENT 


First reports of the seizure by 
Peruvian civilians on Sept. 1 of the 
Colombian River port of Puerto 
Leticia, on the Upper Amazon, about 
2,500 miles from the Atlantic Ocean, 
to which it gives access, indicated no 
tendency on the part of either country 
to take the matter seriously. When, 
however, Colombia announced her in- 
tention to assert her rights by force if 
necessary, Peru, responding to popular 
pressure, manifested a disposition to 
oppose such use of force, and in a 
note on Sept. 16 declared that “in 
order to facilitate a peaceful solution 
of the Leticia problem, it is necessary 
that Colombia avoid any measures of 
force.”’ Colombia’s view, on the other 
hand, apparently is that restoration 
of her authority in Puerto Leticia, 
ceded to her by Peru in 1927 under 
the terms of the boundary treaty of 
1922, is a purely domestic matter. 


In the meantime the war spirit has 
flamed in both countries, accom- 
panied, as usual, with enlistment of 
volunteers, purchase of supplies and 
armaments, inauguration of patriotic 
loans and special war taxes, formation 
of Red Cross units, and the like. 
Meanwhile the permanent Pan Amer- 
ican Conciliation Commission, com- 
posed of the Ministers in Washington 
of Uruguay, Guatemala and Vene- 
zuela, forwarded to Colombia Peru’s 
request for a neutral examination of 
the disagreement. 

On Sept. 12 Argentina and Uru- 
guay resumed diplomatic relations, 
thus ending a breach which had proved 
an obstacle to joint action in the 
Chaco dispute. 








The Tariff in British Polities 


By J. BARTLET BREBNER 
Assistant Professor of History, Columbia University; Current History Associate 


NE important idea underlying the 
O agreements concluded at the re- 
cent Imperial Economic Conference 
(see October CURRENT HIsTory, pages 
57-62), is closely related to the-resig- 
nation on Sept. 28 of the free-trade 
members of the British Cabinet. The 
bilateral treaties made at Ottawa 
were not novel in character. They con- 
tinued a policy which Canada initi- 
ated soon after the war in dealing 
with foreign as well as with British 
countries and which is now emerging 
elsewhere in various forms of comple- 
mentary international exchange, such 
as barter, importation quotas and so 
on. These agreements to facilitate the 
exchange of goods produced more ef- 
ficiently by one or other of the con- 
tracting nations have steadily under- 
mined the older most-favored-nation 
procedure and bid fair to replace it 
by serving as a compromise between 
hoped-for reciprocal free trade and 
prohibitive tariff barriers. 


In order to stimulate trade between 
the United Kingdom and the separate 
Dominions it was agreed in principle 
to extend the average 10 per cent 
British tariff to foodstuffs and raw 
materials and, at the same time, to 
exempt the Dominions from its opera- 
tion. Three vital provisos accompa- 
nied this change: The agreement con- 
cerning foodstuffs might be abrogated 
at the end of three years if it damaged 
United Kingdom producers or consum- 
ers; the tariff on non-ferrous metals 
might be dropped at any time that the 
Dominions failed to provide sufficient 
quantities at world prices; while the 
United Kingdom retained the right to 
bargain with foreign countries for 
mutual reduction of tariffs. The Brit- 


ish delegation claimed that they had 
not raised tariffs and that the Brit- 
ish consumer would not have to pay 
more for food or raw materials. He 
would merely be offered imperial 
products before foreign. 

Two days after the British Cabinet 
discussed the Ottawa agreements on 
Aug. 27, Sir Herbert Samuel, leader 
of the free-trade Liberals in the Na- 
tional Government, began to consider 
breaking away, and after many meet- 
ings and discussions he resigned on 
Sept. 28, accompanied by Viscount 
Snowden, Sir Archibald Sinclair and 
eight Ministers not of Cabinet rank. 
Their expressed reasons were that the 
Ottawa agreements meant that food 
would be taxed, international trade 
would be hampered and commercial 
agreements such as that with the 
Soviet Union would have to be termi- 
nated. At the same time, it was sug- 
gested that objection to the Ottawa 
agreements was a mere pretext for 
regaining freedom of action and for 
ending the awkward constitutional 
difficulty of “agreement to differ” 
within the Cabinet, at a time when 
the national crisis was past and coali- 
tion was no longer necessary. The 
Prime Minister gave some weight to 
this view by declaring vehemently 
that the crisis was not past. 

These contradictory interpretations 
led to the belief that the real trouble 
lay in three apparently subordinate 
aspects of the Ottawa agreements 
which had been incorporated in yet 
unrevealed form in the legislative pro- 
gram prepared by the British Cabi- 
net for the opening of Parliament on 
Oct. 18. First of these was the Brit- 
ish promise to set up machinery to 
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regulate the importation of foreign 
meat, presumably by quotas; second, 
was the promise to prevent foreign 
dumping, presumably Russian; third, 
was the British promise not to reduce 
the Ottawa duties during the life of 
the agreements except by permission 
of the contracting Dominion. This re- 
linqguishment of British Parliamen- 
tary control of domestic taxation was 
denounced as “unconstitutional” by 
the Samuel group. Viscount Grey, the 
Marquess of Reading and the Mar- 
quess of Crewe approved the resigna- 
tions, but Lloyd George was complete- 
ly ignored by his party colleagues. 

As a result of these resignations 
Mr. MacDonald “shuffled” his Cabi- 
net. Stanley Baldwin (Conservative) 
added the nominal duties of Privy 
Seal to his Presidency of the Council. 
Sir John Gilmour (Conservative) suc- 
ceeded Sir Herbert Samuel at the 
Home Office and was succeeded as 
Secretary for Agriculture by Major 
Walter Elliot (Conservative). Sir 
Godfrey Collins (National Liberal) 
succeeded Sir Archibald Sinclair as 
Secretary for Scotland. In spite of 
open criticism of Sir John Simon’s 
legalistic and inelastic behavior as 
Foreign Secretary, he was not dis- 
placed. The Cabinet now contains 14 
Conservatives, 3 National Laborites 
and 3 National Liberals. The govern- 
ment’s position is still wholly secure, 
for it is backed by about 465 Conser- 
vatives, 35 Liberal followers of Sir 
John Simon and 13 Labor followers 
of MacDonald, and opposed by less 
than 100 Liberals and Laborites. 
From now on, the Opposition will be 
much stronger. 


By-elections continued to show the 
declining prestige of the present gov- 
ernment. At an election in Twicken- 
ham the Conservative majority was 
reduced from 25,000 in a poll of 53,- 
000 to 4,800 in a poll of 38,000. In 
Cardiganshire an Opposition Liberal 
secured as many votes as his Conser- 
vative and Labor opponents com- 
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bined. For the last three months the 
various sections of the Labor party 
have been reconsidering their aims 
and methods, and a movement to- 
ward uncompromising socialism has, 
in general, been the result. 


BRITISH ECONOMIC CONDITIONS 


The cotton strike which involved 
about 160,000 workers from Aug. 27 
to Sept. 28 was settled by an agree- 
ment negotiated under the auspices 
of the Ministry of Labor. Wages were 
reduced by about 154% per cent on 
piece rates and the June strikers were 
promised reinstatement. Great efforts 
were made, with some success, to re- 
establish the machinery for collective 
bargaining and for the honoring of 
agreements, so as to end what has 
been a three-year period of blind con- 
flict. It was admitted also that em- 
ployers and employed must discuss 
and agree upon the measures neces- 
sary to put the cotton industry upon 
an internationally competitive basis. 


The August trade returns showed 
no change from the recent steady de- 
crease in exports, imports and ad- 
verse balance. Commodity prices de- 
clined a little in mid-September, but 
rose again at the end of the month 
to stand well above the low points of 
June and July. The pound declined 
slowly from about $3.50 to about 
$3.45. Seasonal purchases of cotton 
and wheat and investment in the new 
Canadian loan accounted in part for 
the decline, but for the first time the 
Bank of England and the Treasury 
were reported to have come to the 
support of sterling. In spite of gold 
exports to New York, the Bank add- 
ed to its reserve. With the comple- 
tion of 92 per cent of the war loan 
conversion, the government raised 
the restrictions on new domestic is- 
sues of capital as from Oct. 1, and 
immediate advantage was taken of 
this by the great Lever industrial 
group. The flotation of trustee se- 
curities, however, was to be preceded 
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by discussion with the Bank of Eng- 
land. 

Late September and early October 
were marked by riots and demonstra- 
tions of the unemployed. Liverpool 
and Manchester on Sept. 22, London 
on Sept. 27 and Oct. 4, and North 
Shields, Westham, Birkenhead, Croy- 
jon and Birmingham in early October 
were the scenes of disturbances which 
Scotland Yard attributed to syste- 
matic Communist agitation. Within 
the orthodox labor organizations there 
has been bitter criticism of the inves- 
tigation of an individual’s savings or 
other resources, which is made before 
those whose unemployment insurance 
has run out are granted transitional 
relief. This precaution, revived by the 
Conservatives, runs directly counter 
to Labor’s demand for “work or main- 
tenance” without further examina- 
tion. 


ANGLO-IRISH NEGOTIATIONS 


The burdens involved in the Anglo- 
Irish tariff war and in President de 
Valera’s resolute policy of economic 
self-sufficiency for the Irish Free 
State have proved severe. New mar- 
kets for Irish goods have not been 
found and old habits of using English 
products have been hard to break. 
Welsh coal exporters, for instance, 
have been handling, and earning the 
profits on, exports to Ireland of Ger- 
man and Polish coal. The Free State 
has suffered heavily, but with re- 
markable fortitude. Because the Dail 
has not been in session, the criticisms 
of de Valera’s opponents have been 
less continuous, but the Irish farmer 
has ventured to voice his complaints. 
The President’s idealism has been 
rudely tested, for building is more 
easily criticized than ingenious rebel- 
lion and the abrupt change in the na- 
tional economic pattern has dislodged 
men from their old security. 

On Sept. 13 the Dominions Office 
announced the receipt of a letter from 
de Valera in which he suggested— 
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pending arbitration—depositing the 
disputed annuities payments in the 
Bank for International Settlements. 
He still insisted, however, that the ar- 
bitral tribunal be not confined to citi- 
zens of the British Commonwealth. 
The mere overture was held to be 
hopeful, although the British stand 
for an empire tribunal was reaf- 
firmed. On his way through London 
to Geneva, President de Valera had 
only a courtesy meeting with a Do- 
minions Office emissary. 

Meanwhile, a number of meetings 
of farmers and taxpayers had passed 
resolutions against government poli- 
cies. The Labor party, upon whose 
votes de Valera depends for power, 
also met and, while its resolution ap- 
proved the general character of his 
policy, it demanded immediate atten- 
tion to methods for meeting the hard- 
ships of the moment. A number of 
export bounties on natural products 
were proposed, but these would mere- 
ly be equivalent to payment of the 
English duties by the Irish Govern- 
ment. On Sept. 22 ex-President Cos- 
grave, leader of the Opposition, re- 
sponded to a veiled threat of arrest 
in de Valera’s Irish Press with out- 
spoken defiance and renewed his 
charges that de Valera was destroy- 
ing the Irish economy. 

A sudden change came on Oct. 4, 
when President de Valera and Attor- 
ney General Maguire stopped in Lon- 
don on their way home from Geneva 
and asked for a conference with Brit- 
ish Ministers on ways of ending the 
annuities dispute. It was believed that 
Anglo-Irish conversations at Ottawa 
and Geneva had paved the way for 
this move. The conference took place 
on Oct. 5 and it was agreed to enter 
upon direct negotiations in London 
on Oct. 14, thus conforming to the 
British Government’s original conten- 
tion as to the proper procedure for 
discussion of a former bilateral agree- 
ment. It was understood that the ne- 
gotiations would be devoted to under- 
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lying principles rather than to the 
amount of the annuities, that is, some 
effort would be made to agree upon 
the nature of the political relation 
between the Irish Free State and the 
United Kingdom. British tariff re- 
prisals and the refusal to conclude a 
trade treaty at Ottawa had made it 
imperative for the Free State to seek 
an agreement. 


President de Valera has concluded 
his long campaign to ignore Governor 
General James McNeill by advising 
the King to accept his resignation. 
This was done on Oct. 3 without any 
provision being made for a successor. 
A Dominion Governor General must, 
as the King’s representative, act only 
on the advice of his Dominion Min- 
isters. De Valera had chosen to re- 
gard McNeill—a former Sinn Feiner 
—as the symbol of hated English tyr- 
anny and his Ministers had publicly 
insulted him. Faced by this intoler- 
able personal situation, the Governor 
General had acted on his own initia- 
tive in July. (See September CURRENT 
History, page 731.) De Valera was 
therefore technically correct, as well 
as constitutionally empowered, in de- 
manding his resignation. De Valera’s 
purpose is to get rid of the office 
and vest the formal as well as the 
actual executive power in himself as 
President of the Council, but there 
are obvious obstacles of a legal and 
constitutional character, as well as 
foreign experience of that procedure, 
to deter him. It was reported that un- 
til a new arrangement could be made 
three High Court judges would per- 
form the formal functions of the Gov- 
ernor General. 


CANADIAN WHEAT MOVEMENTS 


During September there was an al- 
most unparalleled export business in 
Canadian wheat. For the eight weeks 
ending Sept. 26 the exports amount- 
ed to 31,500,000 bushels as compared 
with 19,600,000 for the same period 
of 1931. During the week ending Oct. 


CURRENT HISTORY, NOVEMBER, 1932 


1 Canada’s share of North American 
exports was 85 per cent and of the 
world movement over half. Until 
about Oct. 6 the United States prices 
for wheat were out of line with world 
prices, but the Canadian traders 
showed every willingness to sell at 
whatever price they could get. The 
political battle which has been going 
on in the Chicago wheat market has 
been accompanied by large American 
sales in Winnipeg to cover buying in 
Chicago. The world’s visible supply 
is about 80 per cent above the 1921- 
1930 normal. Canada had 199,000,000 
bushels visible on Oct. 1 as compared 
with 127,000,000 bushels on the same 
date in 1931. As a result prices fell to 
very low figures. On Oct. 6 the Win- 
nipeg price for December futures was 
51 cents, Exchange differences made 
the corresponding Chicago figure of 
505% cents fractionally higher. 


Somewhat similar conditions exist- 
ed in the overexpanded paper indus- 
try. On Sept. 14 Price Brothers cut the 
price of newsprint from $53 to $47.50 
a ton. A week later the International 
Paper Company responded with a 
cut to $46—a figure which Price 
Brothers were contracted to meet. 
This action automatically began the 
process of eliminating the least effi- 
cient producers in the industry which 
is Canada’s largest after agriculture. 
The industrial field also produced an 
odd contradiction of Canada’s embar- 
goes on Russian products and of her 
anti-Russian attitude at Ottawa, 
when the Aluminium Company of 
Canada announced that it had ar- 
ranged to barter about $1,000,000 
worth of aluminum wire for Russian 
crude oil to be refined in Montreal. 

Although the Anglo-Canadian Ot- 
tawa agreement did not come into 
force until Oct. 13, the trend of Ca- 
nadian trade away from the United 
States to Great Britain had already 
been becoming more marked every 
month. In August, for instance, the 
total volume of exports was 85 per 
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cent aS compared with 1931, but ex- 
ports to the United Kingdom were 
117 per cent and to the United States 
57 per cent. The total volume of im- 
ports was 77 per cent of the 1931 
figure, but the proportion from the 
United Kingdom was 86 per cent and 
from the United States 76 per cent. 
The total balance of trade continued 
to be favorable by over $5,000,000. 

The exchange value of the dollar 
was firm at about 91 cents in New 
York, although only $3,500,000 in- 
stead of the average $5,500,000 a 
month in gold was exported. This ap- 
peared to reflect the seasonal move- 
ment of commodities and also to bear 
a direct relation to the steady, slow 
decline of the pound sterling. Two 
Provinces, New Brunswick and Mani- 
toba, had internal loans oversub- 
scribed. The Dominion sold $60,000,- 
000 in 4 per cent one-year notes in 
New York to retire $53,000,000 of 544 
per cent maturities and to meet all its 
requirements for payment of princi- 
pal until Oct, 1, 1933. 


The Royal Commission on Canadian 
Transportation has reported to the 
Prime Minister, who has promised to 
introduce at once legislation embrac- 
ing most of its recommendations. It 
urged that the publicly owned Cana- 
dian National Railways and the pri- 
vately owned but financially embar- 
rassed Canadian Pacific Railway 
should retain their identities, but be 
compelled to eliminate competition 
and duplication of services. The pub- 
lic railways are to be freed as much 
as possible from political influence 
and community pressure by being 
placed under the direction of three 
trustees appointed for a seven-year 
term. In order to achieve all possible 
economies, the commission submitted 
an unrevealed scheme to regularize 
the railroad’s capital structure, which 
is a bloated heritage from a group of 
bankrupt railways and far out of line 
with the value of the system or its 
earning capacity. An arbitral board 


of three, one from each system, under 
the chairmanship of the Dominion 
Railway Commissioner, was recom- 
mended to bring about cooperation 
between the systems, to protect each 
from the other and to settle disputes. 
The whole scheme, of course, is only 
worth the support it can win from the 
government of the day. The Cana- 
dian National Railways cannot be 
taken out of politics so long as Parlia- 
ment must meet the annual deficits 
and the Railway Commissioner is a 
political appointee. 


AUSTRALIA AND THE OTTAWA 
AGREEMENT 


During September J. A. Lyons, the 
Australian Prime Minister, has been 
acquainting the Commonwealth Par- 
liament and the electorate with the 
consequences which are involved in 
his platform of financial reconstruc- 
tion and in the Ottawa treaty with 
the United Kingdom. His budget re- 
vealed a surplus of £1,300,000 for 
1931-1932, but to avoid a deficit for 
1932-1933 in the light of Ottawa 
promises of tariff reduction he must 
depend upon continuation of the Brit- 
ish moratorium on war debts and 
upon reduced expenditure. Rather 
than increase taxation, he proposed 
to reduce, in addition to other things, 
civil service salaries and old-age and 
invalid pensions. It was shown that 
one person in three in Australia was 
a beneficiary of State or Federal gov- 
ernment. All the prohibitive tariff 
rates and other restrictive import de- 
vices would be abolished and many of 
the bounty arrangements discontin- 
ued. Legislation embodying the tariff 
concessions to Great Britain was pre- 
pared. Notice was also given that 
henceforth tariff changes would be 
made only through the Tariff Board. 


These contemplated fulfilments of 
pledges aroused many protests. The 
pensioners objected to reductions 
even in the face of lowered costs of 
living. Manufacturers felt that pri- 
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mary industries might be favored, but 
that most of the secondary industries 
would go down before British and 
British colonial competition. Various 
kinds of pressure, such as the dra- 
matic dismissal of employes, were ex- 
erted without any apparent effect on 
the Prime Minister. On Oct. 5, how- 
ever, after ten days of negotiation, 
he had to accept the resignation from 
the Cabinet of his old friend and col- 
league, J. E. Fenton, who could not 
support the Ottawa agreement on tar- 
iff reduction. E. W. Hawker had also 
resigned from the Cabinet on Sept. 
22, but his reason was that his elec- 
tion pledges demanded more than the 
25 per cent reduction which has 
already taken place in Parliamentary 
salaries. 

Australia was greatly encouraged 
on Oct. 4 when a £12,360,000 conver- 
sion loan was taken up in London in 
half an hour. It was to replace a New 
South Wales maturity of Nov. 1, 
which had borne 534 per cent. The 
new 314 per cent five-year loan sold 
at a price to yield 4.05 per cent. On 
the strength of this success plans 
were laid for a large conversion oper- 
ation to reduce other debts from ap- 
proximately 5 to 31% per cent. 


GANDHI AND THE BRITISH 
COMMUNAL AWARD 


The clash of Indian sectional criti- 
cisms of the British communal award 
was gradually dying away in early 
September when, on Sept. 12, Ma- 
hatma Gandhi made public his cor- 
respondence with the British Govern- 
ment concerning the 60,000,000 Un- 
touchables. He believed that the Brit- 
ish scheme of separate electorates for 
high-caste and untouchable Hindus 
would perpetuate a degrading distinc- 
tion to whose elimination he had al- 
ready pledged his life. Prime Minis- 
ter MacDonald pointed out that by 
giving the Untouchables a double vote 
the British scheme had been designed 
to break down that distinction and 
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at the same time to afford protection, 
Repeating his earlier declaration that 
the British scheme could be altered 
only to accept a communal scheme 
upon which the Indian communities 
themselves could agree, Gandhi de- 
cided to begin on Sept. 20 “a fast to 
death.” 

His purpose was, first, to reiterate 
to the British his determination to 
end caste discrimination against the 
Untouchables, and, second, the even 
more difficult task of educating his 
Hindu co-religionists in the shameful- 
ness of their stand. In addition, he 
was making a dramatic bid for ac- 
ceptance by the Untouchables as their 
spokesman, because during the last 
year B. M. Ambedkar has been able 
to earn and hold that right through 
Hindu disregard for the Untouch- 
ables’ plight. Gandhi gambled his 
feeble frame chiefly against the ob- 
duracy and self-importance of the 
high-caste Hindus. If he should win, 
he would regain a good deal of what 
he lost at and after the London con- 
ference, 

The same moderates who have 
worked so faithfully to liquidate dif- 
ferences between Great Britain and 
India at once turned their talents to- 
ward uniting the Hindus on a pro- 
gram acceptable to the Untouchables, 
morally binding on the Brahmins and 
impressive in its solidarity to the 
British. While Gandhi lay on a cot in 
the yard of Yeravda jail in Poona, 
sipping water and soda and visibly 
growing weaker, agitated negotiations 
went on through intermediaries be- 
tween Ambedkar and the Hindus upon 
whom his shadow must not fall. 
Meanwhile the British Government 
prepared all its machinery in order 
that, if agreement should be reached, 
British approval could be indicated 
speedily so as to shorten Gandhi’s 
self-imposed ordeal. 

The tension heightened daily from 
Sept. 12 to Sept. 26. Ambedkar fortu- 
nately did not reply with a counter- 
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fast, for both he and Gandhi were 
facing the Brahmins. He at first said: 
“This threat by Gandhi is not a moral 
fight, but only a political move. * * * 
I shall never be moved by these meth- 
ods.” Gradually, however, he and the 
Brahmins were led to see that guilt 
for Gandhi’s death would rest on the 
whole Hindu community and, once 
that point was reached, a settlement 
was hammered out in five days. The 
Untouchables surrendered their right 
to separate electorates in return for 
148 seats in the Provincial Legisla- 
tures, that is, twice as many as under 
the British award, and for the prom- 
ise of a definite percentage of seats 
in the Central Legislature. More im- 
portant, however, were the specific 
promises to give them a fair share of 
offices in the public service and to 
finance their education and ameliora- 
tion. On Sept. 24, 1932, Gandhi won 
the first formal victory over the caste 
system since its inception over 2,000 
years ago. The British Government 
only took time to make certain that 
the settlement did not disturb the 
minority settlements for Moslems and 
Sikhs before cabling on Sept. 26 its 
assent “with great satisfaction.” 

The total results of this dramatic 
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incident cannot be estimated. In their 
excitement some Hindu leaders 
pledged themselves to stamp out un- 
touchability in all its forms and ad- 
vocated opening to the Untouchables 
Hindu temples hitherto closed to 
them. On the other hand, irrecon- 
cilable Brahmins declared that Gan- 
dhi had become a Christian by his be- 
lief in vicarious suffering and bitterly 
criticized his political and religious 
concessions. The large body of Indian 
opinion appeared to welcome the set- 
tlement. Although details are lacking, 
Gandhi seems at once to have set 
about exploiting his renewed prestige 
by starting a new campaign for an 
Indian reconciliation of the larger 
communal problems—Hindu, Moslem, 
Sikh and so on—to take the place of 
the British award. It would be im- 
mensely easier to initiate Indian self- 
government if the Indian communi- 
ties themselves agreed on the distri- 
bution of legislative representation. 
They have tried to do this before and 
have failed. Early in October, it was 
known that new negotiations to that 
end had begun. The British Govern- 
ment has pledged itself to withdraw 
its award if the communities agree on 
a substitute. 


France Lightens Her Debt Burden 


By OTHON G. GUERLAC 
Professor of French, Cornell University; Current History Associate 


E outstanding event of Septem- 

ber in France was the large-scale 
conversion loan which the Herriot 
government carried through Parlia- 
ment as a first step in the rehabilita- 
tion of French finances. Although not 
as large as the British conversion loan, 
it by far exceeded any operation of 
the kind ever undertaken in France, 
involving a total amount of about 
$3,400,000,000. 


This conversion consisted in com- 
bining all 5, 6 and 7 per cent govern- 
ment bonds issued in 1915, 1916, 1920, 
1927 and 1928 into a single 4%4 per 
cent loan, which is tax exempt and 
amortizable in seventy-five years. 
Those who wished to have their rentes 
redeemed at par were allowed six days 
in which to present their claims. 
Small bondholders over 60 years of 
age, to whom this reduction in income 
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is a special hardship, were given the 
opportunity to exchange their bonds 
for life annuities bearing a higher rate 
of interest. 

In order to carry out this impor- 
tant and delicate financial operation 
Parliament had to be convened in ex- 
traordinary session in the midst of 
the Summer recess. The session lasted 
only two days, Sept. 16 and 17, dur- 
ing which the Chamber passed the bill 
by 525 votes to 46, while the Senate 
approved it by 275 to 8. The spirit 
shown in both chambers was almost 
one of “sacred union,” and with the ex- 
ception of the Communists and a few 
members of the Right, every one re- 
garded the passage of the measure as 
an imperative patriotic duty. Though 
M. Marin, leader of the Conservative 
group, spoke and voted against it, 
Vincent Auriol, the financial expert of 
the Socialist party, and P. E. Flandin, 
the former Minister of Finance in the 
Tardieu Cabinet, supported it vigor- 
ously. M. Herriot could even have dis- 
pensed with the 128 Socialist votes, 
which at one time seemed to waver on 
the issue of the commission to be al- 
lowed to the banks, since the Left and 
Centre parties were united behind him. 
But the practical unanimity of the 
Parliament had a good moral effect. 


Every one, both in the Chamber and 
in the Senate, shed a few tears over 
the fate of the French rentier who had 
already lost 80 per cent of his capital 
and income through the devaluation 
and stabilization of the franc, and 
who was now to submit to a further 
sacrifice. But the Minister of Finance, 
M. Germain-Martin, who bore the 
brunt of the battle with great skill, 
pointed out that in addition to the 
special treatment granted the aged 
rentiers, all would benefit by the re- 
lease of French capital which had re- 
mained unused on account of the pro- 
hibitive bank rate (he estimated the 
money lying idle in the banks at $3,- 
750,000,000) by the revival of busi- 
ness, the expansion of credit and the 
soundness of the currency. 
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It soon appeared that the conver- 
sion had been a success. On Oct. 4, M, 
Germain-Martin reported that $3,240,- 
000,000 out of the total of $3,400,000,- 
000 had been ordered converted into 
the new issue. Requests for redemp- 
tion reached a total of $180,000,000, 
but, as new capital was subscribed to 
the 4% per cent issue to the amount 
of $117,000,000, only $63,000,000 was 
needed for that purpose. 


Premier Herriot, who had spoken in 
both chambers to stress the political 
necessity of the conversion as well as 
its economic advantages, hailed it as 
an immense success as early as Sept. 
25. Besides referring to the formida- 
ble mass of hoarded wealth which the 
government was determined to bring 
forth into honest and guaranteed 
forms of productivity, he announced 
that other classes besides the bond- 
holders would be associated in the na- 
tional sacrifice. This means that the 
officeholders whom several speakers 
in the Chamber and Senate had sin- 
gled out as deserving of a share in 
this “great penance,” as Caillaux once 
called it, may find something of in- 
terest to them in the budget that will 
be presented in November. The con- 
version loan is not expected to save 
more than $40,000,000, while the def- 
icit is variously estimated to be from 
$320,000,000 to $400,000,000. The con- 
version thus represents at best only a 
minor economy which will have to be 
followed by more drastic ones. 


Meanwhile the government has an- 
nounced that a new loan will be issued 
to finance an extensive public-works 
scheme for reducing unemployment. 
The success of the conversion bears 
witness to the confidence of bondhold- 
ers in the stability of the State and 
seems to justify this fresh call for 
credit. 

The statistics on imports and ex- 
ports and on tax receipts continue to 
show that these steadily decline. 
French customs officials have cal- 
culated that imports for the first 
eight months of 1932 were 3314 per 
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cent below those of the same period in 
1931, while exports fell 38 per cent. 
Income-tax receipts were $2,838,000 
below those in August, 1931, and 10.3 
per cent below the budgetary esti- 
mates. The figures for the first five 
months of the fiscal year are 8.5 per 
cent below the estimates, which gives 
point to the warnings heard on all 
sides about the difficulty which Par- 
liament will find in balancing the next 
budget. M. Caillaux placed the year’s 
probable deficit at $391,750,000. 

A bright side of the situation for 
American business is the liberal in- 
crease in import quotas, varying from 
10 to 30 per cent, which were granted 
to American trade on Oct. 1. The ar- 
ticles affected are radio tubes, electric 
motors, patent leather and pneumatic 
tools. 


HERRIOT’S ARMS POLICY 


Next to the problem of financial re- 
habilitation and of economic recovery, 
no subject has received more atten- 
tion in the press or given more con- 


cern to the French Government than 
the attitude of Germany under the 
von Papen-von Schleicher govern- 
ment. M. Herriot has been urged to 
respond to all German invitations, so- 
licitations or demands with a final 
and uncompromising “No.” Many 
newspapers have not even troubled to 
discuss the theoretical merits of the 
German contentions on the right to 
equality in armaments. The mere fact 
that one of the essential safeguards of 
the Versailles Treaty is menaced is 
enough to strengthen ever-present 
fears and suspicions. 

On Sept. 11 there was unveiled near 
Meaux the monument of the Marne 
designed by Frederick MacMonnies 
and offered to France in the name of 
4,000,000 Americans. It was intended 
to represent America’s acknowledg- 
ment of France’s historic gift of the 
Statue of Liberty. The unveiling was 
timed to coincide with the celebration 
of the Battle of the Marne. After sev- 
eral addresses, including that of Am- 
bassador Walter E. Edge, Premier 
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Herriot spoke. His oration took the 
form of a tribute not only to the 
American soldiers who gave their lives 
to defend freedom and peace, the two 
principles which are the foundation 
of “every liberal civilization,” but also 
to the recent contributions of Amer- 
ican statesmen to the same cause. 
He stressed again the pacific inten- 
tions of the French people and their 
horror of “that stupid barbarism 
called war.” Nevertheless, he reminded 
his audience that “it is not enough 
to wish for peace to obtain it” and 
that the lessons of the recent past 
show that war may come to those who 
have done least to provoke it. 

On the following day, Sept. 12, the 
French reply to the German note of 
Aug. 29 on the equality in armaments 
was handed to the German Govern- 
ment, and it now seemed as if M. Her- 
riot had dropped his romantic pen to 
borrow the more prosaic one of the 
diplomats of the Quai d’Orsay. The 
more constructive suggestions on the 
necessity of aiming at “a general and 
regulated disarmament,” and _ the 
pious hope that the two nations 
might become reconciled and “collab- 
orate for the benefit of all,’”’ were wel- 
comed by the press of the Left but 
derided by writers like Pierre Bernus 
of the Journal des Débats. Even the 
British note of Sept. 18, supporting 
with unexpected cogency and sharp- 
ness the French thesis, while a pleas- 
ant surprise, did not satisfy all the 
critics. 

M. Herriot finally felt constrained 
to stress a little more strongly some 
of the main points of the French posi- 
tion. Addressing a gathering of Re- 
publicans in the little town of Gramat, 
not far from where Briand spoke a 
few months before his death, he went 
over the whole subject. He openly 
hinted that Germany is less concerned 
with disarming than with rearming. 
Proof that Germany was rearming, 
he added, was “‘overabundant.” After 
referring to various German organi- 
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zations for military preparedness, 
and reiterating the positive stand of 
France—namely, security based on in- 
ternational force through military 
and economic sanctions, in case ar- 
bitration should fail—he continued: 
“With this community in peace once 
established, the solution of the prob- 
lem introduced by Germany would not 
be difficult. What good are useless 
quarrels? A statute of peace must be 
set up which would unite all the na- 
tions of Europe under the same reé- 
gime of security which, it should be 
understood, would also guarantee 
complete security to Germany.” Thus 
it can be seen that M. Herriot, while 
unwilling to disarm France before a 
neighbor whose intentions seem still 
doubtful, refuses to be content with 
the policy of force and continues his 
efforts toward a peace that will rest 
on a durable and solid foundation. 


BELGIAN EMERGENCY LOAN 

Belgium, like France, found it neces- 
sary tocall a special session of Parlia- 
ment during the recess and for a sim- 
ilar reason—to act on emergency 
measures made necessary by the 
financial situation. On Sept. 7 the 
Chamber voted by 98 votes to 57, with 
one abstention, a bill authorizing the 
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government to issue a long-term loan 
of $42,000,000 in the country or 
abroad. The bill also authorized the 
government to issue Treasury bonds 
for $1,400,000 and to renew the 
$1,000,000 of Treasury bonds matur- 
ing Oct. 1. The Chamber further 
authorized the government to place 
abroad a loan to provide equipment 
for the State telegraph and telephone 
service. The Socialists, led by M. Van- 
dervelde, voted against the bill. M. 
Vandervelde declared that the bill 
was not a remedy for the financial 
difficulties of the country and urged 
that the electorate be consulted. 

The coal strike, which had lasted 
sixty-two days, was ended by an agree- 
ment reached on Sept. 7 between the 
delegates of the owners and those of 
the workers. Wages were to be in- 
creased by 1 per cent as of Oct. 1, but 
this increase is to remain in operation 
only until Nov. 1. The employers un- 
dertook to consider a revision of the 
lower wages as soon as they know 
what advantages they will derive from 
the new convention which is being 
negotiated with the German mine 
owners to supplement or replace the 
Belgo-German treaty of 1925, which 
has proved detrimental to their inter- 
ests. 





The German Dictatorship 





By SIDNEY B. Fay 
Professor of History, Harvard University and Radcliffe College; 


HE German Reichstag elected on 

July 31 met on Sept. 12 in a 
momentous but very brief session. 
Chancellor von Papen had planned to 
present his program of economic re- 
form, but with the intention, if the 
opposition parties should try to oust 
him from power, to use the authority 
given him by President von Hinden- 
burg to dissolve the Reichstag and to 
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govern by emergency decrees. Such 
was the plan, but the actual course of 
events was unexpected and somewhat 
different. 

Before the Chancellor could get on 
his feet after the session was called to 
order, Ernst Torgler, Communist 
leader, stepped to the rostrum and 
was recognized by the National So- 
cialist President, Hermann Goering. 
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Torgler read a resolution providing 
that, before other business, the Com- 
munist motions revoking the Chancel- 
lor’s economic decrees and declaring 
lack of confidence in the von Papen 
Cabinet should be voted on. Paul 
Loebe, Social Democratic leader, re- 
marked that Torgler’s resolution ap- 
peared to be out of order; a better 
procedure would be to hear the Chan- 
cellor’s speech, debate it, and then 
vote on the Communist resolution of 
no confidence. Dr. William Frick, the 
floor leader of the Nazis, suggested a 
half-hour recess to enable parties to 
consult on their attitude toward the 
Communist move, which evidently 
had taken everybody by surprise. This 
was unanimously adopted. 


During the recess the Nazis, pre- 
sumably under Hitler’s direction, de- 
cided to vote for the motion and upset 
the Cabinet at once without giving the 
Chancellor an opportunity to speak. 
Accordingly, when the Reichstag re- 
convened, Herr Goering proceeded to 
put the Communist motion to a vote. 
Meanwhile, however, the Chancellor 
had stepped forward to the Presi- 
dent’s desk and laid upon it President 
von Hindenburg’s decree dissolving 
the Legislature. Goering took no 
notice of it. He brushed it aside and 
allowed the Reichstag to proceed with 
the no-confidence vote, which was 
passed with the overwhelming major- 
ity of 513 to 32 against the Cabinet. 


These events gave rise to a legal 
dispute. The Chancellor appealed to 
Paragraph 4 of Section 33 of the Ger- 
man Constitution, which provides: “At 
their demand the representatives of 
the government must be heard during 
discussions; representatives of the 
Cabinet must be heard even outside 
the regular order.’’ He held that he 
had desired to read the order of dis- 
solution and should have been heard; 
that the order really dissolved the 
Reichstag, and that the vote of no 
confidence was therefore illegal, since 
it had been taken by a body which 
had passed out of existence. Herr 
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Goering, however, pointed to the next 
paragraph, which says that the rep- 
resentatives of the government “are 
subject to the ruling of the chair- 
man.” He declared that he had al- 
ready started with the voting when 
von Papen presented his decree of 
dissolution, and that he could not 
interrupt the voting; that the decree 
of dissolution, being countersigned by 
a Chancellor against whom a no-confi- 
dence motion had already been passed, 
was therefore itself null and void. 


The Opposition parties, which were 
in the great majority, wanted the 
Reichstag to meet next day and to 
invite President von Hindenburg to 
select a new Cabinet. Whatever the 
legal merits of this dispute may be, 
the essential determining factors were 
that President von Hindenburg sup- 
ported the Cabinet, and the Cabinet 
had effective control of the army and 
police. With this support they refused 
to allow the Reichstag to meet again. 
Still adhering to constitutional forms 
and to the theory that Germany is a 
parliamentary government, the Chan- 
cellor anounced that elections for a 
new Reichstag would be held on 
Nov. 6. 

The November election will be the 
fifth general election this year. There 
was the indecisive Presidential elec- 
tion of March 13, followed by the sec- 
ond balloting on April 10, when Presi- 
dent von Hindenburg was elected for 
a second seven-year term; the Reichs- 
tag election of July 31 produced the 
body that disappeared on Sept. 12 
after sessions which lasted in all only 
about six hours. And there was the 
election in Prussia on April 24 and in 
several other States at about the same 
time, which virtually amounted to a 
general election in the whole country. 
In all these the Hitlerites continued to 
make sensational gains. 


There is no doubt that the Hitlerite 
party has an extraordinary strength 
in Germany which is not often fully 
appreciated abroad. Hitler himself 
has shown a marvelous capacity for 
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arousing enthusiasm among widely 
different social classes, and especially 
among the youth of Germany. He has 
been a good organizer. He has known 
how to appeal to the German love of 
uniforms and marching by organizing 
his “Brown Shirts” and “Storm De- 
tachments.” He has promised all sorts 
of things. He has been enormously 
helped by the general discontent re- 
sulting from the economic depression 
and even more by the hard terms of 
the Treaty of Versailles in the matter 
of reparations, the Polish Corridor, 
colonies and other territories, and the 
military and naval inferiority imposed 
on Germany by the treaty. But in spite 
of all this there seems to be a fairly 
general opinion in Germany, at least 
outside his own ranks, that the Hitler 
movement has reached its culmina- 
tion. There are several reasons for 
this opinion. 

It is difficult to maintain the fervor 
of an organization as large and as 
varied as the National Socialists, even 
with consummate skill in the art of 
mass appeal aided by the semi-mili- 
tary panoply that Germans love so 
much. It is still more difficult when 


the goal, the immediate attainment of - 


which has been so definitely and so 
freely promised by the leader, persists 
in being always just beyond the hori- 
zon. He has continually held out the 
hope that he and his followers were 
about to assume power and sweep 
away “the system” of the Centrist- 
Social Democratic parties, which ac- 
cepted the humiliating terms of the 
Versailles treaty and which, as he 
alleges, have been responsible for Ger- 
many’s ills since 1919. But he has 
never succeeded. 


The Hitlerites are likely to have less 
campaign funds in the coming election 
than hitherto. The industrialists, who 
in the past contributed freely to Hit- 
ler’s movement as an excellent weapon 
to curb the power of the trade unions 
and the Socialists, need him no longer. 
The von Papen Government, in its 
general program for the reanimation 
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of business, has given the industrial- 
ists more than Hitler could, even if he 
were in power. So in these hard times 
why should they continue to finance 
his crusade? 

The discontented middle class, and 
especially the youth of Germany, who 
wanted an aggressive and intensely 
nationalist movement to free Ger- 
many from the oppressive and humil- 
iating clauses of the Versailles treaty, 
find that the von Papen Cabinet has 
been active in this very direction. It 
has stolen Hitler’s thunder. By the 
Lausanne settlement last June it got 
rid, for the present, of reparations 
payments. By vigorous statements 
from General von Schleicher, “the 
strong man” in the Cabinet, that Ger- 
many must have equality of treatment 
in the matter of armaments, and by 
Germany’s formal withdrawal from 
the Disarmament Conference until 
such equality is conceded, von Papen 
is virtually aiming to cancel the whole 
section in the Versailles treaty which 
prevents Germany from having an 
army suited to her needs. 


On Sept. 14 the Cabinet gave orders 
for the shipyard at Wilhelmshaven to 
start construction on Germany’s third 
‘pocket battleship.” The first instal- 
ment of money for this construction 
was appropriated by the Reichstag 
under Chancellor Bruening, but owing 
to budgetary difficulties no actual 
work was begun until von Papen’s 
recent order. This 10,000-ton battle- 
ship is permitted under the treaty; but 
inasmuch as its two sister ships are 
believed to have a great deal more 
power than any of the 10,000-ton 
ships of the other powers, it has 
caused both misgiving and fear out- 
side Germany, and within Germany a 
corresponding feeling of pride and 
self-satisfaction. 

President von Hindenburg’s proc- 
lamation on Sept. 14 authorizing the 
founding of “a national institution for 
the physical training of youth” and 
the appropriation of an initial sum of 
about $360,000 for the purpose may 
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be regarded as still another leaf taken 
out of Hitler’s book. Though this 
physical training is to consist mainly 
of hikes over the countryside with 
heavy knapsacks and without any 
kind of weapons, the enrolled youth 
will be fed during the three weeks’ 
training at government expense and 
will wear a simple uniform of coarse 
duck. This plan ought to make some- 
thing of the same appeal to youth as 
Hitler’s Brown Shirts, and serve as a 
rival institution to the Nazis. By these 
measures of a more or less national- 
istic character the von Papen Govern- 
ment is trying to cut the ground from 
under Hitler’s feet. 


Finally, there is the fact that Presi- 
dent von Hindenburg and von Papen 
represent a widespread feeling in fa- 
vor of “the neutral State’; that is, 
government by a “Presidential Cabi- 
net” which stands above parties. It 
rests on the theory that Germany has 
had enough of party politics and 
squabbles; that so long as no one 
party or group of parties can com- 
mand a majority in the Reichstag and 
form a harmonious working Cabinet 
it is the duty of the President of the 
Reich to choose a non-partisan Cabi- 
net of efficient men who can run the 
country independently of parliamen- 
tary parties. To be sure, the von 
Papen Cabinet, although called at its 
formation a “national,” or non-parti- 
san, Cabinet, is in reality drawn prac- 
tically from only one party, the Na- 
tionalists. But they are undoubtedly 
efficient men and have shown vigor in 
their economic measures for reviving 
business, relieving unemployment and 
building up as great a surplus of ex- 
ports over imports as possible to meet 
Germany’s obligations on her foreign 
debts, 

Still another factor in favor of von 
Papen and against Hitler is the per- 
sonal popularity and veneration with 
which the rugged old President is re- 
garded by the masses of the German 
people. This found expression in his 
election for a second term last April, 
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and was again evidenced at the cele- 
bration of his eighty-fifth birthday on 
Oct. 2, when thousands of telegrams, 
congratulatory letters and_ gifts 
poured in on him from all sides. 


GERMAN ECONOMIC CONDITIONS 


Germany’s foreign debt has recent- 
ly been analyzed by the National In- 
dustrial Conference Board of the 
United States, which estimates it to 
have been about $4,912,000,000 on 
Feb. 29, 1932. Of this about 40 per 
cent was held in the United States. 
This sum does not include direct in- 
vestments by foreigners in stocks, 
bonds and landed property in Ger- 
many, which would raise the total 
foreign investments to about $6,193,- 
000,000. 

During the twelve months ending 
March 1, 1933, Germany will have 
had to pay foreign countries about 
$357,000,000 in interest and amortiza- 
tion charges on short-term and long- 
term foreign debts, according to the 
board’s estimates. The distribution of 
short-term and long-term debts among 
the various countries is estimated as 
follows: 

(In millions of dollars) 


Short- Long- 


Country. term. Total. 


United States 
Netherlands 
Switzerland 


France 

Sweden 
Belgium 
Czechoslovakia 


2,494 

The Reichsbank on Sept. 22 reduced 
its rediscount rate from 5 to 4 per 
cent, and still had on Oct. 3 a gold 
reserve of 24.7 per cent against out- 
standing paper money in circulation. 
It was hoped that the lowering of the 
discount rate would help business by 
cheapening credit. 

The government’s plan to increase 
the liquidity of commercial banks in- 
volves the foundation of two holding 
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institutions called the Industrial and 
Financial Corporation and the Amor- 
tization Bank. These will take over 
frozen and doubtful claims of com- 
mercial banks and also a part of the 
latter’s stock exchange _ securities 
which at present are unrealizable or 
uncertain in value. 

The process of reconstructing cor- 
porations is continuing, but is only 
half accomplished. During the first 
half of 1932, 414 corporations were 
reconstructed, reducing their capital- 
ization by about $230,000,000, but 
similar reconstruction is necessary 
for many first-class corporations, in- 
cluding the Steel Trust and General 
Electric. Against such corporations 
the banks, in addition to holding 
their stocks, have big claims. 


For the benefit of agriculture Ger- 
many has adopted the practice, which 
is coming into increased vogue in 
Europe, of fixing by quotas the 
amount of food which may be im- 
ported from each country. The list of 
goods for which quotas are to be fixed 
—the limit is three months—includes 
twenty categories. The United States 
will he chiefly affected by restrictions 
on imports of lard and fresh fruit, 
notably apples. The measure has been 
received with some misgivings by the 
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industrialists who fear reprisals by 
foreign countries against Germany’s 
export of manufactured goods. 

To aid the farmers the government 
has also decreed for two years a de- 
crease of 2 per cent on farm mort- 
gages, provided the interest rate 
nowhere falls below 4 per cent, the 
reduction to be repaid later. This will 
not lead to a corresponding reduction 
of interest on mortgage bonds, as the 
government will financially assist 
mortgage and other banks holding 
farm paper. 

Autumn is the time when unem- 
ployment naturally tends to increase, 
but the rise has been less this year 
than last. During the first half of 
September the number of unemployed 
increased only 38,000, as against 109,- 
000 in the same period in 1931, which 
seems to indicate that von Papen’s 
measures for economic recovery are 
having some success. Reports to the 
labor unions show that there has also 
been some improvement in textiles, 
shoes, leather goods and food prod- 
ucts. But the receipts of the Federal 
Railways in August were only about 
$60,720,000, as compared with $81,- 
120,000 in August, 1931, while car- 
loadings were 12 per cent below those 
of August, 1932. 


Spain Grants Catalan Autonomy 


By WILLIAM E. LINGELBACH 


Professor of European History, University of Pennsylvania; 
Current History Associate 


MID scenes of unparalleled en- 
thusiasm, the principle of re- 
gional autonomy for Spain was offi- 
cially proclaimed in Barcelona on 
Sept. 25 when Premier Azania pre- 
sented the Catalan autonomy statute 
to Colonel Macia, president of the 
Generalidad. More than 300,000 peo- 
ple came in from the country to swell 
Barcelona’s population of 1,000,000 in 


celebrating the final triumph of the 
century-old struggle of Catalonia for 
home rule. 

Regional consciousness in Catalonia 
has been deep rooted. The fertile val- 
ley of the Ebro appears as a separate 
entity as far back as 801, when 
Charles Martel created the Spanish 
March. The Catalans resisted and till 
the twelfth century maintained their 
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independence. During these centuries 
they developed a separate language 
and literature, a Cortes and political 
institution based on the Usatges of 
1068—a sort of Spanish Magna Carta. 
Early in the fifteenth century they 
were conquered and gradually merged 
in the Spanish monarchy, but many of 
their liberties were retained till the 
nineteenth century, when one by one 
they, too, were swept away by the 
highly centralized despotism of Ma- 
drid. 

During the years when suppression 
was at its worst, however, Catalan 
nationalism began to revive. A Cata- 
lan renaissance inspired to a large de- 
gree by Rubio y Ors lifted Catalan to 
the level of a literary language. From 
being purely literary, the movement 
soon became cultural and political. 
After Aribau’s Ode a la Patria, writ- 
ten just ninety-nine years ago, came 
Cortada’s Catalonia and the Catalans 
in 1860; the revival of the Floral 
Games; Valentin Almirall’s book, 
the Catalan program 
known as Las Bases de Manresa—a 
State rights platform—drawn up in 
1892, and the pact of San Sebastian 
between the republican leaders and 
the Catalans in August, 1930. 

Following the establishment of the 
Republic, the Catalan statute or char- 
ter was drafted and endorsed by 
an almost unanimous plebiscite on 
Aug. 2, 1931. More than a year later, 
on Sept. 8, 1932, the Cortes, after pro- 
longed debates on the different sec- 
tions, voted the charter as a whole, 
thus making possible the official con- 
firmation of Catalan autonomy in Bar- 
celona on Sept. 25. Catalan home rule 
definitely destroys the unified State, 
and in part at least establishes a 
federal system, despite Articles XIV 
and XVIII of the Constitution. On 
the other hand, it sets up not a sov- 
ereign but an administrative auton- 
omy in Catalonia, creating what is 
sometimes called an integral State in 
which there may be varying degrees 


Catalanism; 
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of autonomy in regions bound to- 
gether by close political ties. The 
Basques and Galicians can now look 
forward with confidence to a recog- 
nition of their demands. 

The statute defines the geographic 
limits of Catalonia and establishes 
the right to the use of its own lan- 
guage, national anthem and flag— 
the red-and-yellow barred standard— 
and a State government consisting of 
a parliament, executive council and 
president. The Catalan language is 
placed on an equality with Castilian 
in official communications with the 
rest of Spain, in orders and disposi- 
tions of the Generalidad, in the courts 
and in the schools. Catalonia may 
establish a system of education, but 
the Central Government reserves the 
right to maintain its own schools. 

A new system of taxes has been 
set up by which Catalonia can raise 
revenue for her own purposes by a 
tax on land, a 10 per cent levy on 
forests, 20 per cent of the stamp tax 
and an adjustable participation in in- 
dustry. The Central Government re- 
tains rights of sovereignty and con- 
trol over customs duties and certain 
taxes, such as those on tobacco and 
gasoline. The maintenance of law and 
order is left to the Catalonians, save 
where it becomes an interregional 
matter, as in policing the frontier and 
emigration. The same is true of social 
legislation, but in this field the direct 
supervision of the Central Govern- 
ment is stronger, since it was believed 
that too much self-government in this 
respect would be dangerous because 
of the strength of radicalism in Bar- 
celona. The enforcement of the laws 
of the national government in Cata- 
lonia is for the most part left to the 
Catalan authorities, who cooperate 
with the national authorities to the 
extent permitted by Articles VI, XI 
and XIV of the Constitution, in mat- 
ters relating to weights and meas- 
ures, mining, forestry and agricul- 
ture; waters, hunting and fishing; 
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the press, associations and private 
and public meetings; railways, roads, 
canals, telephones; the services of 
civil aviation and wireless; internal 
sanitary regulations; general and 
labor insurance; socialization of na- 
tional wealth and economic enter- 
prises, and general matters of na- 
tional economy. 

It has been said that that people 
is most free which has the greatest de- 
gree of local autonomy. Anglo-Saxon 
tradition has in general favored this 
type of government. Excessive cen- 
tralization tends to apoplexy at the 
centre and atrophy at the extremities. 
Local initiative becomes discouraged 
and disappears. The Catalan statute 
assumes a large measure of self-gov- 
ernment without destroying the in. 
tegrity of the Spanish Republic. 

The Cortes, on Sept. 7, passed the 
bill ordering the distribution for social 
welfare of more than $30,000,000 of 
the property of the Jesuits which was 
confiscated in January of this year 
when the order was dissolved. 


A tragic aftermath of the abortive 


monarchical uprising occurred on 
Sept. 21, when 105 members of the 
Spanish nobility were sent on the Es- 
pana V into exile in the torrid African 
colony of Cisneros. 

ITALY FIGHTS THE DEPRESSION 


September passed quietly in Italy in 
preparation for the tenth anniversary 
of Fascism. Every effort was being 
made to overcome the effects of the 
business depression in the belief that 
the turn in the economic situation had 
come, even though actual recovery 
might be slow. Not only has rigid 
economy been ordered in all depart- 
ments, but any display of extrava- 
gance is forbidden. Fascists who par- 
ticipated in banquets recently have 
been severely reprimanded. In no 
other country have the organized 
forces of society been so thoroughly 
mobilized to meet the economic crisis 
as in Fascist Italy. State capitalism 
with a planned economic program, but 
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unlike the Russian, in that it retains 
the principle of private ownership and 
initiative, is developing rapidly, and 
the government is looking ahead with 
confidence to the economic revival, of 
which it is preparing to take full ad- 
vantage. 

One of Italy’s difficulties lies in her 
lack of capital and the reluctance of 
Italians to invest their savings in busi- 
ness enterprises, preferring to keep 
their money on deposit with the 
banks. In order to correct this, and 
bring about a freer flow of money in- 
to industry and commerce, the gov- 
ernment, in cooperation with the Bank 
of Italy and the Association of the 
Savings Banks, announced a cut of 1 
per cent in the interest rate on all de- 
posits after Oct. 1. The rate on cur- 
rent accounts will thus be from 2 to 
3 per cent and from 3 to 4 per cent 
on block accounts. Since more than 
$1,500,000,000 is today unproductive, 
lying idle in Italian savings banks, it 
is expected that considerable sums 
will find their way into industrial en- 
terprises where the returns will pre- 
sumably be more attractive. The fact, 
however, that the interest on govern- 
ment securities is higher is causing 
further complications. Possibly Mus- 
solini has in view refunding at a lower 
rate similar to the recent conversion 
operations in Great Britain as well as 
in France. 

Another example of the State plan- 
ning appears in the operation of the 
Instituto Mobiliare Italiano. For sev- 
eral years during the boom the Banca 
Commerciale extended its credit sys- 
tem enormously, including in its in- 
vestment the securities of many indus- 
trial concerns. When the crash came 
the bank was threatened with bank- 
ruptcy. Mussolini came to the rescue 
by creating the Instituto, capitalized 
at $27,500,000, and had it take over all 
the industrial securities of the bank 
at book value. This not only saved the 
bank and the national credit but 
placed more than one-tenth of the 
shares of Italian industrial companies, 
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and potential control of a third more, 
in the hands of the government. 

The Instituto lends to business on 
mortgages, shares or other securities 
of industrial concerns, if the stock- 
holders approve, and may itself issue 
shares for sale to the public. In close 
cooperation with the Instituto is the 
National Confederation of Industry, 
while over them all is the Ministry of 
Corporations, under Mussolini himself. 
An illustration of how it is function- 
ing appeared recently in the law on 
consortiums by which industries in 
any particular line of production must 
consolidate if 70 per cent wish it. This 
is far removed from the American 
“restraint of trade’; indeed, it is ex- 
actly opposite and lays the basis for 
the consolidation of many Italian in- 
dustries, at present entirely disorgan- 
ized, into monopolies under direct 
State control. 

The effect of the State’s economic 
planning is already manifesting itself 
in many lines. September reports of 
the wheat crop show a bumper return 
of 276,000,000 bushels, the largest 
ever produced. “The Battle of the 
Wheat” seems won. 

The appointment of Baron Aloisi, 
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chief of the Cabinet of the Foreign Of- 
fice, a relatively inexperienced young 
man, to head the Italian delegation 
to the League of Nations, was at 
first interpreted as a distinct slight 
to the League by Mussolini, but the 
Baron signalized his appearance in 
Geneva by assuring the Assembly that 
his government continued to stand 
firm for the League and for disarma- 
ment. 


Toward the end of the month a bit- 
ter trade conflict with Germany arose 
over the application by the German 
Government of the quota system to 
Italian agricultural products, limiting 
imports to the amount for which there 
was exchange credit in Italy. This 
has seriously affected the exchange 
clearing agreement of Sept. 22. Act- 
ing with his usual promptness, Mus- 
solini on Oct. 3 forbade Italian banks 
to allot any foreign exchange to Ital- 
ian imports on German goods, thus 
practically placing an embargo on 
German trade. The disagreement is 
another example of the results of an 
increasing response to the demand for 
economic self-sufficiency which bids 
fair to dry up much of Europe’s for- 
eign trade. 


Royalist Gains in Greece 


By FREDERIC A. OGG 
Professor of Political Science, University of Wisconsin; Current History Associate 


E prolonged campaign in Greece 

leading up to the election on Sept. 
25 of a new Chamber of Deputies 
and a third of the members of the 
Senate was characterized by bitterness 
unusual even in Greek politics. The 
contest was mainly between the Veni- 
zelist Liberals, led by the Premier, 
and the Royalist People’s party, led 
by P. E. Tsaldaris, with the support 
of ex-Premier Kafandaris and his 
Progressive Republicans. As propor- 


tional representation has been intro- 
duced into the electoral system, it 
was not unexpected that no party 
would win a clear majority. 

Early in September, and up to the 
date of the polling, there was excited 
talk of the possibility of a military 
coup d@état, which might come soon 
enough to prevent the elections from 
being held at all. In speeches and 
press communications, Premier Veni- 
zelos repeatedly insisted that if the 
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Royalists were victorious, they would 
construe the verdict as a mandate to 
re-establish the monarchy—an even- 
tuality which, he further asserted, 
would, in a time of economic and fi- 
nancial difficulty, be nothing less than 
ruinous. The republic, he declared, 
must be maintained at all hazards; 
and he did not hesitate to say that, 
even if the Royalists won, he was pre- 
pared to prevent them—by force, if 
necessary—from taking office. Know- 
ing that an organization of army 
officers, dominated by General George 
Kondylis, “father of the republic,” 
was increasingly active, large sec- 
tions of the press and many people 
came to believe that, with the 
Premier’s connivance, a bold stroke 
was in preparation. Nevertheless, the 
elections were carried out on schedule 
and according to law. 

The Royalists, on the other hand, 
had reiterated unequivocally that, in 
the event of victory, they would re- 
spect the republican régime and seek 
no constitutional change, and that 


they would not employ any part of the 
armed forces to further their ends. 
The Venizelos government, they con- 
tended, had outlived its usefulness and 
gave no promise of leading the coun- 
try out of the economic and fiscal 


troubles in which it finds itself. 
Premier Venizelos, M. Tsaldaris as- 
sured the voters, was driving the na- 
tion to revolution. 


The outcome was inconclusive. In 
the 1928 election, the Venezelists won 
228 out of the 250 seats to be filled 
in the chamber, the Royalists only 18. 
Under the simple majority system of 
election prevailing, however, this did 
not reflect the actual popular strength 
of the parties; and in the election in 
September the results were: Vene- 
zelists, 102; Royalists, 96; Progres- 
sives, 15; Agrarians, 11; Communists, 
9; Farm-Labor bloc, 6; Radical Na- 
tionalists, 5; scattering, 6. With a 
bare plurality, the Venezelists were 
manifestly not in a position to go on 
governing independently, and at the 
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end of the month President Zaimis 
was negotiating for a combination 
planned to include the two major par- 
ties, so recently ready to fly at each 
other’s throat. Unconditional reaf- 
firmation by the Royalists of accep- 
tance of the present republican form 
of government was necessarily to be 
made an essential of the proposed 
coalition. After all, Greece is even 
more accustomed to the bargaining 
of party with party than to military 
dictatorships, although she has had 
two experiences of such dictatorships 
in the last decade. 


SUPPRESSION OF POLISH 
MINORITIES 

Ukrainians continue to disturb the 
Polish Republic. By order of the Gov- 
ernor of Lwow, the Ukrainian radical 
party, Selrop, with a membership of 
400,000, was dissolved on Sept. 26. 
The organization, which had four 
Deputies in the National Parliament, 
was charged with spreading Com- 
munist propaganda and with anti- 
Polish activities. Simultaneously, the 
Governor of Pomorze—the Corridor 
province—banned a nationalistic and 
anti-Semitic organization known as 
the Greater Poland Association. 

On Sept. 14 the Warsaw Govern- 
ment notified Washington that it 
would take advantage of the option 
granted in the debt-funding agree- 
ments by postponing for two years 
the payment of principal on Poland’s 
debt to the United States due on Dec. 
15. The total obligation now stands 
at $1,357,000 principal and $3,070,980 
interest. Interest payments are not 
postponable under the agreements and 
must be made or the debtor will be 
considered in default. 


HUNGARIAN CABINET CRISIS 

A long-impending Cabinet crisis in 
Hungary came to a head on Sept. 21, 
when Premier Karolyi visited the 
Regent, Admiral Horthy, at Goedoel- 
loe, near Budapest, and tendered the 
resignation of himself and his col- 
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leagues. This was accepted, and nine 
days later a new Cabinet was formed 
by Julius Goemboes, one of the few 
commoners to rise to political impor- 
tance in the country and the man 
mainly responsible for preventing for- 
mer Emperor Karl in 1921 from re- 
gaining the Hungarian throne. On the 
latter account, his appointment as 
Premier was a severe blow to the 
Legitimists. 

The Karolyi Government dated 
from August, 1931, and, like the 
Bethlen Government before it, rested 
on the support of a “party of unity” 
which has dominated the country 
since 1921. For a good while, ardent 
supporters of Count Bethlen, con- 
sidering the policies of Karolyi too 
moderate, had conspired to upset the 
Cabinet and perhaps return their 
leader to power, and on three occa- 
sions within recent months they had 
inflicted defeats on individual mem- 
bers of the Ministry in by-elections. 
In addition, the Agrarians had with- 
drawn their support. The new gov- 
ernment of M. Goemboes was planned 
to be essentially non-partisan, though 
it was pledged the support of the 
Bethlen wing of the party of unity. 

The Karolyi régime was further 
weakened by failure to make material 
progress with financial rehabilitation. 
Reports for the fiscal year ended June 
30 revealed a deficit of $26,600,000, 
half incurred in State administration 
proper and half in business enterprises 
in which the government had involved 
the country. The only important gov- 
ernment business which paid its way 
was the postoffice. 


POLISH-RUMANIAN RELATIONS 


The signing on July 25 of a Polish- 
Russian non-aggression pact stirred in 
the European—including the Ruma- 
nian—press some doubt as to the fu- 
ture of the Polish-Rumanian defensive 
alliance. Two later developments indi- 
cate that the alliance has not, in fact, 
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been endangered. In the first place, on 
Aug. 28, Colonel J. Beck, Polish Un- 
der-Secretary of State for Foreign 
Affairs, visited Bucharest, and four 
days later the Rumanian Government 
issued a statement asserting unequiv- 
ocally that a complete understanding 
exists between the two countries and 
that both consider their alliance “a 
very solid and valuable one.” In the 
second place, King Carol was reported 
at the same time as having given full 
approval to Premier Vaide-Voevod’s 
moves for a Rumanian-Russian pact 
which will complete the triangular 
arrangement. 


A sensational article in Patria near 
the middle of September, supposed to 
have been inspired by leaders of the 
Peasant party, rebuked Queen Marie 
for intriguing in the Habsburg inter- 
est and thereby brought the Habsburg 
question once more into the political 
arena. How much foundation there 
may be for the charge does not ap- 
pear, but it is commonly understood 
that the “mother-in-law of the Bal- 
kans” still cherishes high ambitions. 


BULGARIAN CABINET CHANGES 


The persistent refusal of Gheorghi 
Yordanov, Bulgarian Minister of Agri- 
culture and Public Works, to resign in 
compliance with a wide agrarian de- 
mand and the definite order of the ex- 
ecutive of his party led on Sept. 7 to 
the resignation of Premier Mushanov 
and his Cabinet. A new government 
was formed immediately, with no 
change of personnel except the sub- 
stitution for Yordanov of Virgule 
Dimov, secretary of the Agrarian 
party and president of the Sobranye. 


Special protection for American 
holders of two issues of Bulgarian 
Government loans floated under the 
auspices of the League of Nations, 
now technically in default, is afforded 
by the recent appointment by the 
League Council of Louis P. Sheldon, 
an American, as trustee for the issues. 





Sweden’s New Socialist Cabinet 


By SIDNEY HERTZBERG 


E quadrennial elections for the 

Second Chamber of the Riksdag 
in Sweden on Sept. 18 resulted in an 
increase in the Social-Democratic rep- 
resentation large enough to give that 
party an opportunity to form its 
fourth Cabinet. The Socialists now 
hold 104 seats, an increase of fourteen. 
Their popular vote grew from 873,931 
to 1,039,249. Together with both wings 
of the Communist party they control 
112 seats, which is only four short of 
a majority, and the combined vote of 
Socialists and Communists topped the 
total of all other bourgeois parties for 
the first time in Sweden’s history. Un- 
official figures give the working class 
parties 1,245,635 votes and the bour- 
geois groups 1,244,941, 

The Conservative party suffered the 
worst defeat, losing fifteen of its sev- 
enty-three seats and 109,591 of its 
692,434 votes. The People’s party, 
whose Ministries were displaced after 
two years of power, lost eight seats 
and now have twenty. Their popular 
vote fell from 303,995 to 250,379. The 
old Liberal party, from which the Peo- 
ple’s party sprang, retained its four 
members, but polled only 40,859 votes, 
a loss of 29,965. 

The comparatively new Agrarian 
party was returned with thirty-six 
seats, a gain of nine, made chiefly at 
the expense of the Conservatives. 
They received 351,150 votes this year, 
as against 263,501 four years ago. The 
popular vote of the Communists in- 
creased from 151,567 to 206,386, but 
they still have only eight members. 
This year two of the Communists are 
faithful to the Third International; 
four years ago none of them were. 
The National-Socialists, making their 
first important campaign, received 
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15,160 votes, but did not win any seats, 


Compared with the intense and sear- 
ing political struggles in most other 
European nations, the Swedish elec- 
tions were carried off with grace and 
ease. Here at least is one nation which 
does not question the efficacy of demo- 
cratic government. Apparently, among 
these pure Nordics there is little 
hope for Hitlerism. The campaign was 
concerned chiefly with the low returns 
for farm products, trade difficulties, 
especially with Germany, and govern- 
mental economy. The increase in So- 
cialist strength was attributed to un- 
employment and discontent with the 
existing state of affairs. In addition, 
previous Socialist Governments, par- 
ticularly those under the late Hjalmar 
Branting, were very favorably remem- 
bered. The People’s party unquestion- 
ably suffered from the disclosure of 
Ivar Kreuger’s two contributions of 
50,000 kronor to its fund, which re- 
sulted on Aug. 6 in the resignation of 
Premier Carl Gustaf Ekman, the 
party’s founder and leader. Further- 
more, Ekman’s régime and the short- 
lived People’s party Ministry of Felix 
T. Hamrin which succeeded it, were 
made to bear part of the blame for 
the agricultural crisis. 

The Socialists were called in after 
King Gustaf was convinced by the 
leader of the Agrarians that a bour- 
geois coalition was impossible. Only 
then did the King request Per Albin 
Hansson, who had been Minister of 
National Defense in all previous So- 
cial-Democratic Governments, to try 
a Left combination with the People’s 
party. When this attempt produced no 
results, the only alternative was the 
organization of a purely Socialist 
Cabinet. In addition to Hansson as 











Premier, it includes Rickard Sandler, 
a former Socialist Premier, as Minis- 
ter of Foreign Affairs. Only one of 
the Ministers is over 50 years old. 


The program which the new gov- 
ernment put forward includes an ef- 
fort to break down the barriers to in- 
ternational trade, better equalization 
of imports and exports, unemploy- 
ment relief through productive con- 
struction work, aid in mortgage pay- 
ments for farmers, strict economy in 
public expenditures, especially in those 
of a military nature, enlarged govern- 
ment control of national economic in- 
terests, full cooperation in efforts at 
international reductions of military 
and economic armaments. Most of 
these measures will draw enough sup- 
port from the Right to be assured of 
enactment. But some members of the 
Social-Democracy did not relish the 
idea of once again putting the party 
in a position of power and responsi- 
bility without the assurance of Parlia- 
mentary support. 

IVAR KREUGER’S LIABILITIES 


Incomplete statements of the assets 
and liabilities of the Kreuger & Toll 
Company and of Ivar Kreuger’s per- 
sonal estate were finally published 
during September. The Kreuger & Toll 
deficit exceeds 270,000,000 kronor 
($48,330,000), with assets of 508,844,- 
353 kronor and liabilities of 780,650,- 
443 kronor. The report of the receivers 
severely criticizes the directors of the 
company, including M. O. Rydbeck, 
managing director of the Skandina- 
viska Bank, for their laxness. Even a 
cursory examination of the company’s 
1929 and 1930 balance sheets, the re- 
port says, would have convinced the 
directors that there were serious er- 
rors in them. 

The late match king’s personal in- 
debtedness amounts to $191,762,730, 
more than $6,802,000 of which is 
owed to Kreuger & Toll, assets being 
98,412,834 kronor ($17,775,897) and 
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liabilities 1,170,606,855 kronor ($209,- 
538,627). The statement also adds to 
the extraordinary list of people who 
received Kreuger’s bounties. They 
are, Dr. Helmer Key, well-known and 
highly respected editor of the Con- 
servative Svenska Dagbladet; Ger- 
trude Paalson Zettergren, actress, and 
K. Kilbom, leader of the Communist 
party. Meanwhile, the ramifications of 
Kreuger’s affairs continue to be pur- 
sued on two continents. 
FINLAND FREES DRINKERS 


The bill granting amnesty to some 
20,000 persons convicted of minor of- 
fenses against the repealed prohibi- 
tion law was passed by the Finnish 
Parliament on Sept. 23. The President 
immediately issued pardons to them. 
Substantial liberalization of the liquor 
laws was foreshadowed by a new bill 
which the Cabinet will introduce. It 
permits the sale of liquor every day 
except Sundays and holidays. Liquor 
shops would be open seven hours in- 
stead of five and beer would be sold. 


ANGLO-DANISH TRADE 


The Prince of Wales visited Copen- 
hagen during the last week in Septem- 
ber to open an extensive exhibition 
of British goods. If this latest tour of 
the empire’s traveling salesman does 
not produce results it will not be the 
Prince’s fault, for he told the Danes 
quite frankly that he expected the 
British exhibitors to go away with 
very few blank spaces in their order 
books. 

Elections to the Landsting, which 
took place in seven districts on Sept. 
6, resulted in the capture of one seat 
from the Radicals by the Conserva- 
tives. The position in the new Lands- 
ting will be: Opposition (Conserva- 
tives and Farmers’ party) 41 seats, 
Government parties (Socialists and 
Radicals) 35 seats. The Conservatives 
based their appeal on a change in 
tariff policy to meet the demands cre- 
ated by the Ottawa Conference. 








Discontent Among Soviet Peasants 


By EDGAR 
Dean of the Graduate School, Yale 


HE crisis in Soviet economic af- 

fairs has continued unabated. (See 
October CURRENT HIsTory, pages 116- 
119.) In September were published 
statistical summaries covering indus- 
trial production during the first eight 
months of the year. These figures 
show that in virtually all lines of ac- 
tivity performance is lagging far he- 
hind the schedules of the Five-Year 
Plan. 


Iron production, for example, totaled 
4,000,000 tons as compared with 
9,500,000 tons specified by the pro- 
gram; steel output was 3,700,000 tons 
instead of the 8,880,000 expected; cop- 
per production at 35,000 tons is a bare 
350 per cent of the amount planned. 
Oil measures up to 75 per cent of the 
schedule, coal 50 per cent and build- 
ing trades 50 per cent, with even 
smaller accomplishment in the fields 
of new construction. It is of great sig- 
nificance, also, because of their bear- 
ing on the grave situation in agricul- 
ture, that the factories producing for 
household consumption have re- 
sponded haltingly to the government’s 
aggressive efforts to expand their out- 
put. 


In many departments of industry 
the shortcomings can be somewhat 
concealed by making use of compari- 
sons with last year’s record. Thus it 
can be shown that unsatisfactory as 
are the results of the eight months’ 
activity in the basic industries as 
measured against the control figures 
for 1932 they are, nevertheless, better 
than a year ago. All major lines score 
advances, ranging from 10 to 27 per 
cent, over 1931. It is noteworthy, how- 
ever, that these advances were made 
during the first quarter of the year; 
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since April there has been a rapid de- 
cline and the adverse trend has not 
yet been checked. 


But the really critical conditions 
are to be found in agriculture. Here 
the record of accomplishment is not 
only behind schedule for 1932 but sub- 
stantially below that of last year. Sep- 
tember figures show that State grain 
collections at that time were almost 
50 per cent less than a year ago, the 
area harvested was below that of 1931, 
and the Fall sowing campaign was 
lagging 40 per cent behind last year’s. 
In the meantime, the need for food 
products, both for domestic urban con- 
sumption and for export, has im- 
mensely increased. Disaster, in fact, 
threatens the economic program of 
the Communist leaders and the policy 
which has been based upon that pro- 
gram. 

The situation is similar in essen- 
tials to that of 1921, when the rebel- 
lion of the peasants against forced so- 
cialization, though passive in charac- 
ter, plunged the cities into famine and 
completely overrode whatever meas- 
ures of compulsion the government 
could devise. The result was the aban- 
donment of socialism and the adop- 
tion of the New Economic Policy. It is 
true that the present emergency is not 
due solely to peasant rebellion. In part 
it is the result of the unexpected inef- 
ficiency of the new, large-scale collec- 
tivist agriculture, aggravated by the 
failure of the recently established au- 
tomotive industries to provide needed 
equipment. The war scare in the Far 
East has also had some effect by 
transferring to the army supplies of 
foodstuffs intended for the industrial 
population, and by retarding produc- 
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tion of household wares in favor of 
military equipment. Nevertheless, the 
temper of the peasant population is a 
decisive factor in the present emer- 
gency. 

The peasants, where they are not 
openly hostile, are at least apathetic 
to the purposes of the government. 
They recall the excesses committed by 
the Communist “hotheads” last year; 
they harbor resentment for the grain- 
collection policy of last Autumn, 
which took from them too large a 
share of their crop; above all, they 
have seen the months pass without 
the fulfillment of the government’s 
repeated promises to provide them 
with ample supplies of factory prod- 
ucts, and they have lost faith in the 
intention or ability of their political 
masters to keep their agreements. 
This attitude of passive resistance is 
strikingly disclosed in the complete 
failure of Stalin’s recent liberalizing 
policies to win their cooperation. 
These policies, as pointed out last 
month, involved really drastic changes 
in the direction of greater individual 
freedom and private profit; yet their 
results to date have been negative. As 
in 1921, the Soviet Government must 
devise new tactics to deal with the 
overwhelming pressure of its recal- 
citrant peasantry. 


For a time it was a moot question 
whether the decision of the Kremlin 
would not be the same as in 1921—an 
abandonment of socialism, carrying 
out to their logical conclusion the se- 
ries of liberalizing compromises which 
Stalin began last May. But during the 
last week of September the Soviet au- 
thorities moved abruptly in the re- 
verse direction, toward a more rigor- 
ous system of compulsion and a great- 
er degree of governmental control 
over the peasants. 

Two decrees on Sept. 24 gave effect 
to this decision. The first rescinded 
the earlier decree which released the 
peasants from State grain collections, 
abolished the new-born private trade 
in foodstuffs and reinstituted with 
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increased severity the system of forced 
requisitions. The second gave to the 
meat collection decree of May 10 the 
effect of a tax, and made non-fulfill- 
ment of the requisition punishable 
by a fine equal to the market price of 
the undelivered meat. The freedom of 
the market, of which so much was 
said in the official press during the 
Summer months, has vanished and in 
its place has appeared again the army 
of Soviet officials prepared to employ 
force if necessary to bring the peas- 
ants into line. Under the new decrees 
each independent peasant family must, 
between Oct. 1, 1932, and Jan. 1, 1934, 
deliver to the government a definite 
amount of meat ranging up to 110 
pounds; the maximum for each collec- 
tive farmer is fixed at 73 pounds; 
each stock farm must deliver 66 
pounds for every cow, 22 pounds for 
every sheep and 260 pounds for every 
sow owned on Oct. 1, 1932. Similarly 
precise are the requisitions of grain. 
Prices are fixed by government man- 
date and a renewed ban on the private 
trader removes the peasant’s sole op- 
portunity to dispose of his product in 
other ways than by turning it over to 
State agencies. 

To give point to the policy of com- 
pulsion, the Communist authorities 
have launched a nation-wide attack 
upon violators of the food decrees, 
particularly the private traders and 
middlemen, whose activities were 
never legalized, even when free trade 
in food was decreed during the Sum- 
mer, though the desire of the govern- 
ment to stimulate the trade caused 
the ban to be removed in fact if not 
in law. Large numbers of private 
traders have now been seized by the 
police and punished by fine or im- 
prisonment. A press agency’s survey 
of local Russian newspapers disclosed 
several thousand arrests throughout 
the country during the closing days of 
September. The activity of the Soviet 
police has produced a tension in the 
rural districts similar to that which 
prevailed two years ago during the 





236 


ruthless anti-kulak campaign. Thus 
far there has been little evidence of 
a violent response by the peasants. 
The occasional murder of an over- 
aggressive police officer or an in- 
former of the local Soviet has been 
reported in the press, but no likeli- 
hood of disorder on a wide scale has 
appeared. 

The most striking sign of peasant 
unrest is the quiet movement of fami- 
lies from the collectives in regions 
where there remains freedom of 
choice with regard to membership. 
The movement has become sufficient- 
ly widespread to bring forth from 
higher government circles the sugges- 
tion that the collectivist system needs 
thorough reorganization. But quies- 
cence is no assurance that compulsion 
will be successful. Stalin has issued a 
challenge to the great rural population 
of Russia. He will match the power of 
his dictatorship against their dogged 
but passive opposition. Upon the issue 
of the contest turns the ability of the 


Communist leaders to carry forward 
their program of industrialization, to 
feed the rapidly increasing industrial 
population and to provide exports for 
exchange against the necessary sup- 
plies of machine equipment and con- 
struction materials. 


Absorbed in these critical domestic 
concerns the Soviet Union has shown 
little interest in international affairs 
during the past month, except in mat- 
ters affecting her foreign trade. 

The desire for peace in the Far East 
is attested by Soviet patience with 
Japan’s activities in Manchuria and 
by the successful conclusion of a So- 
viet-Japanese trade agreement cover- 
ing the sale of large quantities of Rus- 
sian oil to Japan. The determination 
to pivot her European strategy upon 
friendly relations with France and her 
allies has been shown by the Soviet 
Union in a number of ways. For the 
first time since the Revolution, Soviet 
officials en route through Poland have 
been greeted with a public display of 
friendship and have indulged in lauda- 
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tory speeches about the union’s West- 
ern neighbor. For the first time, too, 
the union has conceded to Rumania 
the right to discuss the propriety of 
her ownership of Bessarabia, and such 
discussion is under way as a prelude 
to a Soviet-Rumanian pact of friend- 
ship. 

With regard to France herself sev- 
eral small steps have been taken to- 
ward more cordial relations. M. Her- 
riot, who as Premier five years ago 
worked out with the Union a tentative 
agreement concerning Czarist debts, 
has again shown his willingness to dis- 
cuss amicably the points at issue be- 
tween the two countries; and impor- 
tant conversations have been held dur- 
ing the past few weeks between the 
French Government and the Soviet 
Ambassador Dovgalevski. On Aug. 9 
an accord was signed by which the 
Soviet Government obtained exclusive 
right to supply oil, both crude and 
refined, to France for the period from 
1932 to 1937. The chairman of the oil 
commission of the French Parliament 
speaking of this agreement hailed it 
as “the key which opens the door of 
economic and political relations” with 
the Soviet Union. 

Apparently the Soviet Union has 
accepted the recent pronouncement of 
the American State Department as 
putting an end for the present to any 
hope of recognition. As a result ef- 
forts are being concentrated upon an 
improvement in trade relations. In 
this endeavor the Soviet Union has 
the cooperation of a number of influ- 
ential American business men who 
have organized to work out the prob- 
lem, moved by the fact that Soviet 
purchases in the United States have 
fallen 60 per cent in the course of the 
year, and aware that unless satisfac- 
tory arrangements are made before 
the end of November the Soviet budget 
for the coming year will make no pro- 
vision for American business, The 
fundamental problem is one of finance. 
The attitude of the American State 
Department prevents the establish- 
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ment of long-term credits, which are 
essential to Soviet trade, but Amer- 
ican export interests are attempting 
to devise a scheme of direct barter 
which will surmount this difficulty. 
In this they have been so far success- 
ful as to conclude the first important 
contract of its kind, a contract be- 
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tween the Aluminum Company of Can- 
ada —a Mellon-controlled concern — 
and the Soviet Union providing for 
the exchange of $1,000,000 worth of 
aluminum wire against Russian oil. 
This is said to be the first of a series 
of similar contracts now being negoti- 
ated by American business interests. 


Iraq Joins the League 


By ALBERT H. LYBYER 
Professor of History, University of Illinois; Current History Associate 


HE formal admission of Iraq to the 

League of Nations took place at 
Geneva on Oct. 3. President Politis 
of the Assembly welcomed the repre- 
sentatives of the new member, Nuri 
Pasha as-Said, Prime Minister; Jafar 
Pasha al-Askari, Minister of Defense, 
and Rustem Beg Haidar, Minister of 
Finance. In his address he said: 
“After centuries of foreign domina- 
tion Iraq has finally recovered her 
liberty. Henceforth she will be bound 
only by that obedience which is com- 
mon to us all, which is obedience to 
international law. Once more the 
world has been given striking proof of 
Great Britain’s liberality.” 

A Pan-Arab conference has been ar- 
ranged for this Autumn in Bagdad 
under the honorary presidency of 
King Feisal. The Acting President will 
be Yassin Pasha. Delegates are ex- 
pected from Iraq, Syria, Palestine, 
Egypt, Transjordania and the Hejaz. 
The situation of the Arab peoples will 
be discussed, and a report in the Iraqi 
press states that a particular subject 
of discussion will be “the projected 
union of Iraq and Syria.” 


TURKISH RAILWAY PROGRESS 


The Turkish Government has com- 
pleted the railway from Samsun to 
Sivas. This line, about 250 miles long, 
connects the shore of the Black Sea 
with the interior of Anatolia. As the 


line between Ankara and Sivas 
through Kayseri was completed in 
1930, it is now possible to travel by 
rail from Istanbul through Ankara to 
Samsun. The connection between Ku- 
tahia and Balikesir, joining the cen- 
tral and western railways, has been 
completed except for one of the tun- 
nels. Work is proceeding on the line 
between Kayseri and Ulukishla which, 
when finished in about two years, will 
complete the connection between the 
Black and Aegean Seas. The railway 
between Ankara and Filyos is expect- 
ed to be opened in 1934, linking the 
coal areas near the Black Sea with 
Ankara and the interior. The exten- 
sion of the Bagdad Railway to Diar- 
bekir is expected to be finished at 
about the same time. This construc- 
tion work has been financed almost 
entirely from current revenues. Tur- 
key will thus soon have a network of 
internal communications which will be 
of great importance to both the eco- 
nomic development and the strategical 
defense of the country. 

President Mustapha Kemal Pasha 
has actively joined the movement to 
eliminate from the Turkish language 
as many foreign words as possible, 
especially those of Arabic and Persian 
origin, and to restore genuine Old 
Turkish words. He recently sent a 
telegram entirely in Old Turkish to 
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Kiazim Pasha, President of the As- 
sembly. 

The dissatisfaction of business men 
with the restrictions placed on im- 
ports by the decrees published on Aug. 
20 led to the resignation of the Min- 
ister of National Economy, Mustapha 
Sherif Bey. His successor, Jelal Bey, 
immediately modified the regulations 
governing both exports and imports. 
All raw material needed by Turkish 
industries is now allowed unrestricted 
entry. 


RETRENCHMENT IN SYRIA 


At a meeting held in Damascus in 
midsummer the Council of Ministers 
adopted various measures aiming at 
economy. The proportion of salaries 
withheld for pensions was increased 
from 7 per cent to 10 per cent; in- 
demnities, gifts and supplements were 
suppressed; allowances for automo- 
biles were annulled, travel allowances 
were reduced by 25 per cent and office 


expenses by 20 per cent; officials 
over 60 years of age or who have 
served forty years were to be pen- 


sioned; certain commissions were 
abolished, and the expenditure for 
public work during the next year was 
limited to 145,000 Syrian pounds. 


THE EGYPTIAN PUBLIC DEBT 


Premier Sidky Pasha took advan- 
tage of the recess of Parliament and 
the heat of midsummer to visit 
Europe. He prolonged his stay, ac- 
cording to reports, in order to con- 
verse with the Italian and French Gov- 
ernments on the question of whether 
the coupons of the Egyptian public 
debt should be paid in gold or in 
pounds sterling. The Italian Govern- 
ment appears to have looked with 
favor on Sidky’s proposal to pay in 
the less valuable medium. 

An important result of the low price 
of cotton, only in part modified by the 
recent improvement, has been a great 
reduction in the amount of land de- 
voted to the crop. The government or- 
dered a reduction by one-third in the 
acreage planted with cotton, and the 
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farmers went even further, planting 
only about one-half the former area, 
To a large extent wheat has taken the 
place of cotton, with the result that 
the price of grain has fallen very low, 
The government has raised the duties 
on wheat and flour in an effort to 
make Egypt self-sufficing in these 
commodities. Imports have hitherto 
amounted to about $5,000,000, coming 
mainly from Australia. The loans 
which the government has made to 
farmers on their crops are extensively 
in default, and the government must 
choose between writing off heavy 
losses and seizing the scanty lands of 
many poor farmers. 


AMERICANS’ ADVENTURE IN 
PERSIA 


Three American consular officials, 
Robert B. Streeper of Columbus, Ohio, 
Consul and third secretary of the Le- 
gation at Teheran; Cyril L. F. Thiel 
of Chicago, Consul at Jerusalem, and 
Thomas A. Hickok of Rochester, Pa., 
Vice Consul at Jerusalem, were cap- 
tured by Lur tribesmen while they 
were traveling from Bagdad to Tehe- 
ran early in September. They were 
taken from automobiles at the Bid- 
sork Pass and forced to travel on foot 
twenty-five miles southward. At dusk 
Persian troops dispersed the tribes- 
men. The Americans escaped and later 
joined the Persian force. The tribes- 
men are supposed to have been desir- 
ous of seizing hostages on account of 
the imprisonment of some of their 
members at Teheran. 

Noteworthy progress has been made 
in the construction of the railway con- 
necting Teheran with the Persian Gulf 
and the Caspian Sea. At the southern 
end, 150 miles have been laid down 
from the new port at Bandar Shapur 
to the mountains of Luristan. C. J. 
Carrol, the American engineer super- 
vising the work, has built more than 
450 permanent bridges and culverts. 

The government’s share of the prof- 
its of the Anglo-Persian Oil Company 
fell from $4,500,000 in 1930 to $1,000,- 
000 in 1931. 





Verdict of the Lytton Commission 


By TYLER DENNETT 


Professor of International Relations, Princeton University; 
Current History Associate 


gE Lytton report on Manchuria, 

published on Oct. 2, 1932, is likely 
to take its place in history as a very 
famous document. A subject of ex- 
traordinary diversity is organized and 
stated with clarity, balance, tact and 
cogency, while a constructive contri- 
bution is made toward the solution of 
a bewildering international dispute 
that leaves the report with perhaps no 
equal in the literature on the Far 
East. 


The Lytton Commission boldly 
poses for the League of Nations, as 
well as for Japan and China, some 
tasks which may prove trying. With- 
out waiting, however, for the action 
of the special meeting of the Assem- 
bly fixed for Nov. 14, when the offi- 
cial discussion of the report will begin 
at Geneva, it would appear that it has 
already contributed not a little to the 
rehabilitation of waning League pres- 
tige. It is something achieved when in- 
ternational organization can have de- 
veloped to a point where such a study 
can have been made and such a frank 
report published. 

So carefully are the conclusions of 
the report phrased that they do not 
admit of brief summaries, nor are the 
latter necessary, since the complete 
text of the concluding chapters—IX 
and X—as well as summaries of and 
extracts from the preceding chapters— 
will be found on pages 244-256 of this 
magazine. Although a supplementary 
volume is to be published, from what 
is now available it is quite clear that 
there is no dodging of issues. 

Chapter VII of the report deals with 
the boycott. The commission evidently 
has grave doubts that it “is a legiti- 
mate weapon of defense against mili- 
tary aggression by a stronger country, 
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especially in cases where methods of 
arbitration have not previously been 
utilized.” This observation is directed 
only toward boycotts as promoted or 
directed by governmental agencies. It 
is freely granted that any citizen has 
the right to elect what, if any, goods 
he will purchase. 


The constructive proposals call pri- 
marily for direct negotiation between 
Japan and China, with neutral observ- 
ers and with the privilege that the 
negotiators may appeal to the Council 
of the League for good offices in the 
settlement of otherwise irreconcilable 
differences. The commission ventures 
to suggest the broad outlines of a 
series of settlements which, taken to- 
gether, might offer an enduring solu- 
tion of the dispute. It proposes that 
the Chinese Government should volun- 
tarily set up in Manchuria a govern- 
ment which would be largely inde- 
pendent of China, although under 
nominal Chinese suzerainty. It pro- 
poses the creation of a Chinese gen- 
darmerie with foreign instructors and 
the withdrawal of all other armed 
forces. Generous use should be made 
of foreign advisers, both political and 
fiscal. A board of conciliation and ar- 
bitration is recommended. It is sug- 
gested that the South Manchuria 
Railway should be formed into a pure- 
ly commercial enterprise and that 
agreement with, or unification of this 
railway with, the Chinese lines should 
be accomplished in the interests of 
sound business. There should be a re- 
form of the courts and the eventual 
abolition of extraterritoriality. 

With much cogency the commission 
argues that Japan, as well as Man- 
churia and China, would be better off 
in the long run if peace and good or- 
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der could be restored through the vol- 
untary adoption of such measures. 
There is more than one indication in 
the report that in the judgment of the 
commission the Japanese adventure in 
Manchuria is likely to be an unbear- 
able financial burden as well as an 
exhausting military drain. Passing 
from the specific Manchurian problem 
to that of China itself, the commission 
recommends “international coopera- 
tion in Chinese reconstruction.” 


Every one of the proposals, even 
the one last named, may be theoreti- 
cally sound, but they are almost equal- 
ly difficult of immediate adoption. On 
the other hand, if a genuine will to 
have peace were to appear now or at 
any time in the Far East, it is possi- 
ble from the blueprints of the Lytton 
report to build up in Manchuria a sta- 
ble government which, instead of de- 
stroying the substantial foundation 
already laid by Japan, would, in fact, 
make use of it, and yet without sacri- 
ficing any worthy claim which either 
Japan or China may make as to the 
nature and dimensions of their sepa- 
rate or common interests. 


For the moment, the Japanese hot- 
heads are in control of the situation. 
The statement of General Nobuyoshi 
Muto, supreme Japanese military and 
diplomatic representative in Manchu- 
ria, to The Associated Press on Oct. 3 
is an extraordinary document by the 
side of which the comments of the 
Japanese Foreign Office are feeble in- 
deed. General Muto merely repeats his 
defiance of the League and assumes 
to speak for the Japanese Govern- 
ment. The Japanese Cabinet, the next 
day, meekly confirmed his defiance. 
Perhaps the Generals do speak for 
Japan today, but surely insanity has 
not swept from the councils of the 
Japanese Government all the wiser 
heads who, in times past, have dis- 
played so much political sagacity in 
international affairs. 

There appears to be a tendency at 
Geneva in some quarters to sweep 
aside the idealistic explanations of 


CURRENT HISTORY, NOVEMBER, 1932 


American policy and to describe it as 
“protecting American interests in the 
Pacific.”” Perhaps in Tokyo the Amer- 
ican position would be better under- 
stood if it were allowed to rest con- 
spicuously upon the claim of national 
interest, a claim which the Japanese 
can readily understand. There seems 
to be general agreement that the Lyt- 
ton report is of such a character that 
there need not be any necessity for 
Japan to withdraw from the League, 
It is not, however, expected that the 
discussion of the report in November, 
when Japan will be permitted to intro- 
duce a brief in rebuttal, will eventuate 
in very important immediate meas- 
ures. The Japanese are evidently hop- 
ing that each month of delay will pro- 
vide further proof that they are in a 
position to maintain in Manchuria a 
stable government which will be de- 
serving of greater respect on the part 
of international society than any yet 
maintained or proposed by China’s re- 
publican régime. 


JAPAN’S RECOGNITION OF 
MANCHUKUO 


The presentation of the Lytton re- 
port was preceded on Sept. 15 by the 
signing of the Japan-Manchukuo pro- 
tocol. In meeting the discussion in 
the League Assembly Japan will be 
off to a bad start by reason of having 
thus formally recognized Manchukuo. 
This act was a studied affront to the 
League and may be interpreted as 
such by every nation which joined in 
creating the Lytton Commission. 

Accompanied by great rejoicing in 
Changchun and in Japan, but followed 
by great silence in Washington, Gen- 
eral Nobuyoshi Muto, representing 
the Emperor of Japan, and Cheng 
Hsiao-hsu, Premier of Manchukuo, 
on Sept. 15 signed the protocol by 
which the latter declared its inten- 
tions of “abiding by all international 
engagements entered into by China 
in so far as they are applicable to 
Manchukuo,” in return for which as 
well as for some other unlisted favors, 
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Japan recognized Man- 
chukuo as an inde- 
pendent State. The 
protocol, while omit- 
ting the word “alli- 
ance,” gives to Japan 
the right to station 
such forces as may be 
necessary to secure 
the national safety of 
either State at any 
point it may select in 
Manchuria. This for 
Japan represented a 
great advance over 
the old treaty with 
China which permit- 
ted Japanese troops 
in the railway zone 
only. The new State » 
also confirms and a eS 
agrees to respect not 
only all rights and in- 
terests “possessed by 
Japan or her subjects within the 
territory of Manchukuo by virtue 
of Sino-Japanese treaties” but also 
similar rights derived from “agree- 
ments or other arrangements or 
through Sino-Japanese contracts, pri- 
vate as well as public.” Persistent 
reports for the last six months would 
seem to indicate that these unspeci- 
fied agreements, arrangements and 
contracts are extensive. It is hard to 
see why Japan would, except through 
oversight, have neglected to contract 
for everything which either the gov- 
ernment or private subjects desire. 
Washington reserved comment upon 
the new treaty, but the day before, 
Sept. 14, American Consul General 
George A. Hanson, acting in the name 
of the other consular representatives, 
called upon the Changchun Govern- 
ment to increase the number of police 
around Harbin and to arrest and pun- 
ish the Chinese responsible for an at- 
tack upon several Consuls on a local 
golf course. 


The opinion in Geneva was ex- 
pressed that in meeting this new Japa- 
nese affront to the League and the 
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peace machinery the United States 
must take the lead. But upon the 
opening of the League Council on 
Sept. 24, President de Valera, presid- 
ing officer of the League, thrust aside 
the polite introductory speech pre- 
pared for him by the Secretariat and 
boldly declared: “I should, however, 
be lacking in frankness, both to the 
Japanese Government and to the mem- 
bers of the League as a whole if I 
were to recommend to the Council 
acceptance of this delay without 
giving expression to regret, which I 
am sure is felt by the generality of 
members of the Council, that before 
even discussion of the report of the 
commission, before even publication 
of that report, Japan has, not only by 
recognizing, but also by signing a 
treaty with what is known as the 
Manchukuo Government, taken steps 
which cannot but be regarded as cal- 
culated to prejudice settlement of the 
dispute.” 

Senor Salvador de Madariaga of 
Spain went even further than the 
presiding officer and intimated that 
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by recognizing the new State Japan 
had displayed bad faith with the 
League. “It is a matter,” he declared, 
“which affects not only the relation 
between Japan and China but the rela- 
tionship between Japan and the 
League of Nations and its Covenant.” 


The following is the text of the 
Japan-Manchukuo protocol: 


Whereas Japan has recognized the fact 
that Manchukuo, in accordance with the 
free will of its inhabitants, has organ- 
ized and established itself as an indepen- 
dent State; and 

Whereas Manchukuo has declared its 
intention of abiding by all the interna- 
tional agreements entered into by China, 
in so far as they are applicable to Man- 
chukuo; 

Now, the Governments of Japan and 
Manchukuo have, for the purpose of es- 
tablishing a perpetual relationship of 
_ neighborhood between Japan and 

anchukuo, each respecting the terri- 
torial rights of the other, and also in 
order to secure peace in the Far East, 
agreed as follows: 


1. Manchukuo shall confirm and re- 
spect, in so far as no agreement to the 
contrary shall be made between Japan 
and Manchukuo in the future, all rights 
and interests possessed by Japan or her 
subjects within the territory of Manchu- 
kuo by virtue of the Sino-Japanese trea- 
ties, agreements or other arrangements, 
or through Sino-Japanese contracts, pri- 
vate as well as public. 


2. Japan and Manchukuo, recognizing 
that any threat to the safety of either of 
the high contracting parties constitutes 
at the same time a threat to the existence 
of the other, agree to cooperate in the 
maintenance of their national security, 
it being understood that such Japanese 
forces as may be necessary for this pur- 
pose shall be stationed in Manchukuo. 


The present protocol shall come into 
effect from the date of signature. It has 
been drawn up in Chinese and Japanese, 
two identical copies being made in each 
language. Should any difference arise 
regarding interpretation between’ the 
Japanese and Chinese texts the Japanese 
text shall prevail. 


In witness whereof the undersigned, 
duly authorized by their respective gov- 
ernments, have signed the present proto- 
col and affixed their seals. 

Done at Hsinking (Changchun) on the 
fifteenth day of the ninth month of the 
seventh year of Showa, corresponding to 
the fifteenth day of the ninth month of 
the first year of Tatung. 

NosvuyrosHI Muto, 
Ambassador Extraordinary and Plenipo- 
tentiary of His Majesty the Emperor 
of Japan. 
CHENG HSIAO-HSU, 


Premier of Manchukuo. 
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DISORDER IN MANCHURIA 


Nothing has been made more clear 
in the last month than that Japan, 
quite aside from the struggle which 
faces her at Geneva, and perhaps in 
Washington, has on her hands in Man- 
churia a stupendous problem of paci- 
fication. In an area of nearly 400,000 
square miles, where the Chinese pop- 
ulation outnumbers the Japanese a 
hundred to one, the Chinese military 
have scattered into guerrilla bands, 
and the Chinese bandits, who are not 
easily distinguishable from soldiers, 
have added their support, to keep the 
Japanese army unceasingly on the 
move. The Chinese mercenaries em- 
ployed as Manchukuo forces are not 
to be trusted to fight honestly for 
Tokyo any more than they would fight 
honestly for Nanking. 

The most recently reported disor- 
ders are along the section of the Chi- 
nese Eastern from Angangki to the 
Russian border around Manchuli. In 
the last week of September the Chinese 
mercenaries employed by the Chang- 
chun Government mutined because of 
default in wages. The Japanese on 
Oct. 5 reported Manchuli as being 
again normal, but another outbreak 
had to be dealt with at Angangki, 
near Tsitsihar, where General Li Hai- 
tsing raised the standard of rebellion. 
From week to week the Japanese re- 
port the extermination of large num- 
bers of rebels, but the disorder breaks 
out the next week somewhere else. 

During the Summer banditry was 
more prevalent than ever before. The 
peasants were not safe, and, bereft of 
their animals, seed and even food, de- 
serted their farms in many places and 
flocked to the villages and towns. 
More significant was the fact that the 
railways owned, operated and protect- 
ed by the Japanese were under almost 
continual attack. Not only the coun- 
tryside but the cities are reported to 
be in a deplorable state of unrest and 
panic. One of the most sensational of 
these railway raids was on the Chang- 
chun-Harbin express on Sept. 11. The 
train was derailed; more than one 
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hundred were reported injured, many 
robbed, and some kidnapped. This line 
is a part of the Chinese Eastern, 
nominally belonging to China and 
Russia, but connecting the capital of 
Manchukuo with Harbin. Thus it ap- 
pears that even in the area where it 
is to be presumed that the Manchukuo 
forces are most firmly in control, 
there is, in fact, no guarantee of 
order. 

Where can the Japanese collect the 
taxes to support the new government 
and pacify such a huge area? Where 
but in Japan, which, loyal to the army 
though it may be, is already taxed to 
the limit. Upon the report on Oct. 2 
that the Japanese Government might 
soon issue 2,400,000,000 yen of inter- 
national bonds to cover the current 
budgetary deficit, the yen exchange 
broke 11% cents to 231%, par being 
49.85 cents. 


RUSSO-JAPANESE RELATIONS 
The Russo-Japanese tension in Man- 


churia seems to have virtually disap- 
peared. The Soviet Government is 
said to be recalling from Siberia the 
reinforcements which were sent out 
some months ago. Japan desires no 
fight with Russia now, nor does Rus- 
sia desire trouble with Japan, al- 
though in Moscow the ascendency of 
the Japanese military is viewed with 
concern. The Soviet Consul General 
in Harbin, according to correspon- 
dence made public in Moscow on Sept. 
15, almost went out of his way on 
Sept. 12 to declare to the Manchukuo 
Commissioner that “there can be no 
doubt that the Chinese Eastern is the 
property of the Soviet Government,” 
but the tone of the whole correspon- 
dence is reported as having been con- 
ciliatory. Watchful waiting appears 
to be the cue in Moscow. 

Meanwhile Kojiro Matsukata, act- 
ing on behalf of Japanese oil interests, 
not for the government, so it is al- 
leged, has made a deal in Moscow for 
the barter of 100,000 tons of oil an- 
nually in return for fishing equipment 
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from Japan. It is further reported 
that another and larger Japanese cor- 
poration has decided to send a direc- 
tor to Moscow to negotiate for much 
larger supplies of Baku oil. While oil 
is an essential military supply, it may 
be pointed out that these alleged ef- 
forts of Japan to secure more oil from 
Russia do not certainly mean in- 
creased military preparation in Japan. 
They can be explained by the desire 
to take advantage of the currency 
situation to secure supplies cheaper 
than they can be obtained in Cali- 
fornia. On the other hand, such ne- 
gotiations quite clearly indicate that 
in neither Moscow nor in Tokyo is 
there any expectation of war between 
the two States. It is persistently 
rumored that Moscow would recognize 
Manchukuo in return for a non-ag- 
gression pact with Japan, but that the 
Japanese military leaders are unwill- 
ing to pay so high a price. 


ESPIONAGE FEARS IN JAPAN 


That the Japanese people, excited 
by a public press which is not only 
heavily censored but also intimidated 
by the military, are in a condition ap- 
proaching hysteria was evident from 
the National City Bank spy scare, 
which raced through the islands early 
in September. Japanese newspapers 
carried charges that the American 
bank had been making photographs 
of business buildings for the possible 
use of the United States military au- 
thorities. Officials of the bank ex- 
plained that the photographs were 
taken in obedience to instructions 
from the New York office to be used 
to illustrate the business and indus- 
trial development of Japan. 

The American Ambassador, Joseph 
C. Grew, on Sept. 10 called at the 
Foreign Office and asked the govern- 
ment to issue a statement repudiating 
the press charges. If the Japanese 
Government ever acceded to the Am- 
bassador’s request, the fact appears 
to have escaped the notice of the 
newspaper correspondents. The spy 





244 


scare spread in the sensational press 
and came to include such fantastic 
charges as that American air bases 
are being established in the Aleutian 
Islands, and that bombing planes were 
being lent to the Chinese Army at 
Hangchow. The specific underlying 
substance for the resentment of Amer- 
icans appears to have been that the 
American fleet, despite popular Japa- 
nese protest, remains in the Pacific 
for this Winter, and will not be dis- 
persed. “On Sea, Land and Air, Amer- 
ica Provokes Japan,” ran one head- 
line. 


OUR FAR EASTERN POLICY 


It is not surprising, in view of the 
hysterical condition in Japan, that the 
references to the Far East in Secre- 
tary Stimson’s speech in Philadelphia 
on Oct. 1, reviewing the foreign poli- 
cies of the Hoover Administration, 
should have provoked still further re- 
sentment from the Japanese press and 
even in the Foreign Office. The speech 


The Lytton Report: 


Commission on Manchuria—the Lyt- 
simulta- 
neously in Geneva and Washington on 


[co report of the League of Nations 


ton report—was_ issued 
Oct. 2, 1932. It is 100,000 words in 
length and consists of an introduction 
and ten chapters. 

The commission was selected by the 
League Council to act on the resolution 
of Dec. 10, 1931, which provided for “an 
examination of the issues between China 
and Japan, which were referred to the 
Council, including their causes, develop- 
ment and status at the time of the in- 
quiry,” and “a consideration of a pos- 
sible solution of the Chino-Japanese 
dispute which would reconcile the fun- 
damental interests of the two countries.” 

The members of the commission were 
Count Aldrovandi-Marescotti of Italy, 
General of Division Henri Claudel of 
France, the Earl of Lytton of Great 
Britain (chairman), Major Gen. Frank 
Ross McCoy of the United States and 
Dr. Heinrich Schnee of Germany. 


CHAPTER I 
In Chapter I the commission com- 
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added nothing to what was covered in 
Mr. Stimson’s address of Aug. 8, ex- 
cept fuel to the flames. It was in fact 
characterized by restraint, and the 
phrasing disclosed the probable em- 
barrassment of the speaker in being 
required to handle the subject at all in 
a speech designed for the purposes of 
an election campaign. That the Secre- 
tary in the speech claimed for his, or 
the President’s, policy rather more 
support than is warranted by the facts 
is evident. On the other hand, given 
time and a spirit of compromise such 
as the American Government in the 
end has uniformly shown in dealing 
with Far Eastern questions, it ought 
to be possible to effect a compromise 
between the reiterated American pol- 
icy and the proposals of the Lytton 
report which would permit the estab- 
lishment at Geneva of a fairly united 
front against Japan. The American 
principle could be restated in such a 
way that it would at least present no 
obstacle to a satisfactory settlement. 


Summary and Text 


pares China’s problems with those Japan 
first experienced when opened to entry 
by foreigners, but assimilation by the 
Chinese has been more gradual and the 
problems “much more difficult.” The 
commission also recognizes the peculiar 
situation due to the existence of Chinese 
war lords who “never took the position 
that war against the Central Government 
was an act of rebellion.” Another com- 
plication is that of banditry “which may 
be traced throughout the history of 
China.” But these conditions no longer 
menace the authority of the Central Gov- 
ernment; instead, there is a new menace 
which had its origin in China in 1921— 
communism. Communism “has become 
an actual rival of the National Govern- 
ment” and the problem “is thus linked 
with the large problem of national re- 
construction.” While this constitutes an 
international problem, Japan “has suf- 
fered more than any other power from 
the lawless conditions described in this 
chapter.” Japan has felt called upon to 
intervene in China in repeated instances 
and “such action was bitterly resented 
by China.” International cooperation 
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alone is seen as the cure for the unset- 
tled conditions in China. 


CHAPTER II 


In Chapter II Manchuria’s population 
is given as 30,000,000, of whom 28,000,- 
000 are said to be Chinese or assimilated 
Manchus; 150,000 Russians are said to 
be in this territory, principally at Har- 
bin and along the Chinese Eastern Rail- 
way. 

The report holds that while Marshal 
Chang Tso-lin declared independence for 
Manchuria at various times this “never 
meant that he or the people of Man- 
churia wished to be separated from 
China.” These actions are compared 
with those of any other war lord, during 
which “Manchuria remained an integral 
part of China.” Even after Marshal 
Chang ‘T'so-lin’s death, his successor, 
Chang Hsiao-liang, perpetuated the poli- 
cy of allegiance to China and accepted 
the position as Commander-in-Chief of 
the Northeastern frontier army. This 
prought about a closer union with Chi- 
nese movements that resulted in actions 
prejudicial to the interests of Japanese 
and other foreigners. 

As control of Manchuria rested more 
on the power of its armies than on the 
alliance with the Central Government 80 
per cent of all public expenditures there 
are for military purposes, including the 
maintenance of an army of 250,000. 
“Nepotism, corruption and maladminis- 
tration continue to be the unavoidable 
consequences of this state of affairs,” 
but this “was not peculiar to Manchuria, 
as similar or even worse conditions ex- 
isted in other parts of China.” 

Sino-Soviet agreements entered into 
in 1924 “shattered the basis of Russo- 
Japanese understanding and cooperation 
in Manchuria, This fundamental rever- 
sal of policy radically changed the rela- 
tions of the three powers in the Far 
East.” The attitude of the Soviet Gov- 
ernment gave a strong impetus to 
China’s nationalistic aspirations, and this 
revived all the old anxieties and suspi- 
cions of Japan toward Russia. “The 
likelihood of an alliance between the 
Communist doctrines in the north and 
the anti-Japanese propaganda of the 
Kuomintang in the south made the de- 
sire to impose between the two a Man- 
churia which should be free from both 
increasingly felt in Japan. Japanese 
misgivings have been still further in- 
creased in the last few years by the pre- 
dominant influence acquired by the U.S. 
S. R. in Outer Mongolia and the growth 
of communism in China.” 


CHAPTER III 
After a review of various Sino-Japa- 
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nese treaties regarding Manchuria and 
of the many complications in the situa- 
tion, the report in Chapter III states 
that the conflicts are between funda- 
mental interests. Japan has a “vested 
interest” in Manchuria, which was hard- 
ly disturbed by the Nine-Power treaty 
drafted by the Washington conference in 
1922 in which was laid down the policy 
guaranteeing the integrity of China and 
the policy of the “open door.” Manchu- 
rian railway policies “are largely rail- 
way politics.” Many pages are devoted 
to this railway situation, which was 
promising to reach a solution until all 
conferences were terminated by the 
opening of hostilities. 


Another point of contention cited is 
that of Koreans who, the Japanese 
charge, have been oppressed and victim- 
ized by the Chinese. On the other hand, 
the commission found a view prevalent 
among the Chinese that Koreans have 
been compelled to migrate into Manchu- 
ria by Japan and deny that the restric- 
tion of free settlement by Koreans con- 
stitutes “oppression.” 

The origin of hostilities in September, 
1931, is traced primarily to the slaying 
of Captain Nakamura of the Japanese 
Army in an out-of-the-way region of 
Manchuria in mid-Summer of 1931. He 
was shot by Chinese soldiers. The re- 
port proceeds: 


The Nakamura case, more than any 
other single incident, greatly aggravated 
the resentment of the Japanese and their 
agitation in favor of forceful means to 
effect a solution of outstanding Sino- 
Japanese difficulties in regard to Man- 
churia. The inherent scriousness of the 
case was aggravated by the fact that 
Sino-Japanese relations just at this time 
were strained on account of the Wan- 
paoshan affair, the anti-Chinese riots in 
Korea, the Japanese military manoeuvres 
across the Tumen River on the Man- 
churian-Korean frontier and the Chinese 
mob violence committed at Tsingtao in 
protest against the activities of the local 
Japanese patriotic groups. 

The claim that there were 300 cases 
outstanding between the two countries, 
and that peaceful methods for settling 
each of them had been progressively ex- 
hausted by one of the parties, cannot be 
substantiated. These so-called ‘‘cases’’ 
were rather situations arising out of 
broader issues, which were rooted in 
fundamentally irreconcilable policies, 
Each side accuses the other of having 
violated, unilaterally interpreted or ig- 
nored the stipulations of the Sino-Japa- 
nese agreements. Each side had legiti- 
mate grievances against the other. 


In the course of September public sen- 
timent [in Japan] regarding the Chi- 
nese questions, with the Nakamura case 
as the focal point, became very strong. 
Time and again the opinion was ex- 
pressed that the policy of leaving so 
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many issues in Manchuria unsettled had 
caused the Chinese authorities to make 
light of Japan. Settlement of all pend- 
ing issues, if necessary by force, became 
a popular slogan. 


CHAPTER IV 


The commission in Chapter IV finds 
that, hostilities being inevitable, the ten- 
sion was increased by ‘“‘vigorous speeches 
of the Japanese War Minister in Tokyo” 
and “protracted delay by the Chinese au- 
thorities in making satisfactory investi- 
gation of and redress for the murder of 
Captain Nakamura.” The report goes on: 

On the morning of Saturday, Sept. 19, 
the population of Mukden awoke to find 
their city in the hands of Japanese 
troops. * . 

Tense feeling undoubtedly existed be- 
tween the Japanese and Chinese military 
forces. The Japanese, as was explained 
to the commission in evidence, had a 
carefully prepared plan to meet the case 
of possible hostilities between themselves 
and the Chinese. On the night of Sept. 
18-19 this plan was put into operation 
with swiftness and precision. The Chi- 
nese had no plan of attacking the Japa- 
nese troops, or of endangering lives or 
property of Japanese nationals at this 
particuiar time or place. They made no 
concerted or authorized attack on the 
Japanese forces, and the Chinese were 
surprised by the Japanese attack and 
subsequent operations. An explosion un- 
doubtedly occurred on or near the rail- 
road between 10 P. M. and 10:30 P. M. 
on Sept. 18, but the damage, if any, to 
the railroad did not in fact prevent the 
punctual arrival of the southbound train 
from Changchun, and was not in itself 
sufficient to justify military action. The 
military operations of the Japanese 
troops during this night cannot be re- 
garded as measures of legitimate self-de- 
fense. In saying this the commission 
does not exclude the hypothesis that the 
officers on the spot may have thought 
they were acting in self-defense. i 

The events that followed are detailed, 
and again the commission intimates the 
belief that Japan may have played too 
much the réle of aggressor in the bomb- 
ing of Chinchow when it states: “The 
bombing of a civil administration by 
military forces cannot be justified, and 
there is some doubt whether the area 
bombed was in fact as restricted as the 
Japanese allege.” 


CHAPTER V 


Events in Shanghai are described in 
Chapter V much as they were reported 
in press dispatches when fighting was 
occuring there, and a résumé of reha- 
bilitation conference is given. 


CHAPTER VI 


Chapter VI gives an exhaustive de- 
scription of events in Manchuria, cul- 
minating in the establishment of Man- 
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chukuo by the Japanese with the placing 
of Henry Pu Yi, former “Boy Emperor” 
of China, in the “Presidency.” The com- 
mission in its conclusions lays part of 
the responsibility for the Japanese action 
in forming Manchukuo at the door of a 
new aggressive political movement in 
Japan. The report says: 

Since Sept. 18, 1931, the activities of 
the Japanese military authorities, in ciyjj 
as well as in military matters, were 
marked by essentially political considera- 
tions. The progressive military occupa- 
tion of the Three Eastern Provinces re. 
moved in succession from the control of 
the Chinese authorities the towns of Tsi- 
tsihar, Chinchow and Harbin, finally all 
the important towns of Manchuria; and 
following each occupation the civil ad- 
ministration was reorganized. It is clear 
that the independencee movement which 
had never been heard of in Manchuria 
before September, 1931, was only made 
possible by the presence of the Japanese 
troops. 

A group of Japanese civil and military 
officials, both active and retired, who 
were in close touch with the new political 
movement in Japan to which reference 
was made in Chapter IV conceived, or- 
ganized and carried through this move- 
ment, as a solution in Manchuria as it 
existed after the events of Sept. 18. 

With this object they made use of the 
names and actions of certain Chinese in- 
dividuals, and took advantage of certain 
minorities among the inhabitants who had 
grievances against the former adminis- 
tration. 

It is also clear that the Japanese Gen- 
eral Staff realized from the start, or at 
least in a short time, the use which could 
be made of such an autonomy movement. 
In consequence they provided assistance 
and gave direction to the organizers of 
the movement. 


The evidence received from all sources 
has satisfied the commission that while 
there were a number of factors which 
contributed to the creation of ‘‘Manchu- 
kuo,”’ the two which, in combination, 
were most effective, and without which, 
in our judgment, the new State could not 
have been formed, were the presence of 
Japanese troops and the activities of Jap- 
anese officials, both civil and military. 

For this reason the present régime can- 
not be considered to have been called into 
existence by a genuine and spontaneous 
independence movement. 

Part 2 of Chapter VI describes the 
Manchukuo Government and states that 
throughout the government “Japanese 
officials are prominent and Japanese ad- 
visers are attached to all important de- 
partments.” The report proceeds: 


The program of this ‘‘government” 
contains a number of liberal reforms, the 
application of which would be desirable 
not only in Manchuria but in the rest of 
China; in fact, many of these reforms 
figure equally in the program of the Chi- 
nese Government. In their interviews 
with the commission, the representatives 
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of this “government’’ claimed that with 
the help of the Japanese they would be 
able to establish peace and order within 
a reasonable time, and would thereafter 
be able to maintain it permanently. They 
expressed the belief that they would be 
able to secure the support of the people 
in time by assuring them an honest and 
efficient administration, security from 
bandit raids, lower taxation as the result 
of reduced military expenditure, cur- 
rency reform, improved communications 
and popular political representation. 


But after making every allowance for 
the short time which has hitherto been 
at the disposal of the ‘““Manchukuo Gov- 
ernment”’ for carrying out its policy and 
after paying due regard to the steps al- 
ready taken, there is no indication that 
this ‘‘government’’ will in fact be able 
to carry out many of its reforms. To 
mention but one example, there seem to 
be serious obstacles in the way of the 
realization of their budgetary and cur- 
rency reforms. <A thorough program of 
reforms, orderly conditions and economic 
prosperity, could not be realized in the 
conditions of insecurity and disturbance 
which existed in 1932. 

The political and administrative organ- 
ization of the “government’’ is such as to 
give to these [Japanese] officials and 
advisers opportunities not merely of giv- 
ing technical advice but of actually con- 
trolling and directing the administration. 
They are doubtless not under the orders 
of the Tokyo Government and their policy 
has not always coincided with the offi- 
cial policy either of the Japanse Govern- 
ment or of the headquarters of the Kwan- 
tung Army. But in the case of all im- 
portant problems these officials and ad- 
visers, some of whom were able to act 
more or less independently in the first 
days of the new organization, have been 
constrained more or less to follow the 
direction of Japanese official authority. 

This authority, in fact, by reason of 
the occupation of the country by its 
troops, by the dependence of the ‘‘Man- 
chukuo Government”’ on these troops for 
the maintenance of its authority both in- 
ternally and externally, in consequence, 
too, of the more and more important 
réle entrusted to the South Manchuria 
Railway Company in the management of 
the railways under the jurisdiction of the 
“Manchukuo Government,” and finally by 
the presence of its consuls, as liaison 
agents, in the most important urban 
centres, possesses in every contingency 
the means of exercising an irresistible 
pressure. The liaison between the ‘‘Man- 
chukuo Government’? and Japanese of- 
ficial authority is still further emphasized 
by the recent appointment of a special 
ambassador, not officially accredited, but 
resident in the capital of Manchuria, ex- 
ercising in his capacity of Governor Gen- 
eral of the Kwantung leased territory 
a control over the South Manchurian 
Railway Company and concentrating in 
the same office the authority of a diplo- 
matic representative, the head of the con- 
sular service and Commander-in-Chief of 
the Army of Occupation. 


Part 3 of Chapter VI contains this 
conclusion: 

After careful study of the evidence pre- 
sented to us in public and private inter- 
views, in letters and written statements, 
we have come to the conclusion that 
there is no general Chinese support for 
the Manchukuo Government, which is re- 
garded by the local Chinese as an instru- 
ment of the Japanese. 


CHAPTER VII 


Chapter VII contains a study of Chi- 
nese boycotts. The commission points 
out that Japan’s interest in Chinese trade 
is much greater than China’s interest in 
trade with Japan and “hence Japan is 
the more vulnerable and has more to 
lose in case of disturbed relations.” Thus 
the weapon is extremely effective when 
used by China against Japan, as it was 
in 1931. In 1925 the boycott became 
virtually a national weapon when the 
Kuomintang party coordinated and sys- 
tematized the work of various isolated 
boycott organizations “and put unre- 
servedly behind the movement the moral 
and material weight of its powerful 
party organization.” The commission 
finds that the boycott embittered rela- 
tions between China and Japan, but de- 
clines to pronounce judgment on the 
question whether the action of Kuomin- 
tang in forwarding the boycott move- 
ment constituted an act of the govern- 
ment. The report says: 

The claim of the government that the 
boycott is a legitimate weapon of defense 
against military aggression by a stronger 
country, especially in cases where meth- 
ods of arbitration have not previously 
been utilized, raises a question of a much 
wider character. No one can deny the 
right of the individual Chinese to refuse 
to buy Japanese goods, use Japanese 
banks or ships or to work for Japanese 
employers, to sell commodities to Japa- 
nese or to maintain social relations with 
Japanese. Nor is it possible to deny that 
the Chinese, acting individually or even 
in organized bodies, are entitled to make 
propaganda on behalf of those ideas, 
always subject to the condition, of 
course, that the methods do not infringe 
the laws of the land. Whether, however, 
the organized application of the boycott 
to the trade of one particular country is 
consistent with friendly relations or in 
conformity with treaty obligations is 
rather a problem of international law 
than a subject for our inquiry. We 
would express the hope, however, that in 
the interest of all States this problem 
should be considered at an early date 
and registered by international agree- 


ment. 
CHAPTER VIII 


Chapter VIII, which discusses eco- 
nomic interests in Manchuria, contains 
these comments: 


The all-important problem at the pres- 
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ent time is the establishment of an ad- 
ministration acceptable to the population 
and capable of supplying the last need— 
— the maintenance of law and 
order. 


No foreign power could develop Man- 
churia or reap any benefit from an at- 
tempt to control it without the good-will 
and whole-hearted cooperation of the Chi- 
nese masses which form the bulk of the 
population, tilling its soil, and supplying 
the labor for practically every enterprise 
in the country. Neither will China ever 
be free from anxiety and danger unless 
these Northern Provinces cease to afford 
a battleground for the conflicting am- 
bitions of neighboring powers. It is as 
necessary, therefore, for China to satisfy 
the economic interests of Japan in this 
territory as for Japan to recognize the 
unalterably Chinese character of its 
popuiation. 


Parallel to an understanding of this 
kind and in order to allow all interested 
powers to cooperate in the development 
of Manchuria, it seems essential that the 
principle of the open door should be 
maintained, not only from the legal point 
of view but also in the actual practice 
of trade, industry and banking. Among 
foreign business men in Manchuria other 
than Japanese there is a fear that Japa- 
nese business concerns will try to reap 
benefit from the present political position 
by other means than those of free com- 
petition. If this fear came to be justi- 
fied, foreign interests would be discour- 
aged and the population of Manchuria 
might be first to suffer. The mainte- 
nance of a real open door, manifested by 
free competition in the field of trade, in- 
vestment and finance, would be in the 
interest of both Japan and China. 


The complete text of Chapters IX and 
X, setting forth the main conclusions of 
the report and recommendations for set- 
tlement, follows: 


CHAPTER IX 
PRINCIPLES AND CONDITIONS OF SETTLEMENT 


In the previous chapters of this report 
it has been shown that, though the issues 
between China and Japan were not in 
themselves incapable of solution by arbi- 
tral procedure, yet the handling of them 
by their respective governments, espe- 
cially those relating to Manchuria, had 
so embittered their relations as sooner or 
later to make a conflict inevitable. 


A sketch has been given of China as a 
nation in evolution, with all the political 
upheavals, social disorders and disruptive 
tendencies inseparable from such a period 
of transition. It has been shown how 
seriously the rights and interests claimed 
by Japan have been affected by the weak- 
ness of the authority of the central gov- 
ernment in China, and how anxious Ja- 
pan has shown herself to keep Manchuria 
apart from the government of the rest 
of China. 


A brief survey of the respective policies 
of the Chinese, Russian and Japanese 
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Governments in Manchuria has revealed 
the fact that the administration of these 
provinces has more than once been de- 
clared by their rulers to be independent 
from the central government of China, 
yet no wish to be separated from the 
rest of China has ever been expressed by 
their population, which is overwhelm- 
ingly Chinese. Finally, we have examined 
carefully and thoroughly the actual 
events which took place on and subse- 
quent to Sept. 18, 1931, and have ex- 
pressed our opinion upon them. 

A point has now been reached when 
attention can be concentrated on the fu- 
ture, and we would dismiss the past with 
this final reflection. It must be apparent 
to every reader of the preceding chapter 
that the issues involved in this conflict 
are not as simple as they are often repre- 
sented to be. They are, on the contrary, 
exceedingly complicated, and only an in- 
timate knowledge of all the facts, as well 
as of their historical background, should 
entitle any one to express a definite opin- 
ion about them. 

This is not a case in which one country 
has declared war on another country 
without previously exhausting the oppor- 
tunities for conciliation provided in the 
Covenant of the League of Nations. 
Neither is it a simple case of the viola- 
tion of the frontier of one country by the 
armed forces of a neighboring country, 
because in Manchuria there are many 
features without an exact parallel in other 
parts of the world. 

The dispute has arisen between two 
States, both members of the League, con- 
cerning a territory the size of France and 
Germany combined, in which both claim 
to have rights and interests, only some of 
which are clearly defined by international 
law; a territory which, although legally 
an integral part of China, had a local 
administration of sufficient autonomous 
character to carry on direct negotiations 
with Japan on the matters which lay at 
the root of this conflict. 

Japan controls a railway and a strip of 
territory running from the sea right up 
into the heart of Manchuria, and she 
maintains for the protection of tnat prop- 
erty a force of about 10,000 soldiers, which 
she claims the right by treaty to increase, 
if necessary, up to 15,000. She also exer- 
cises the rights of jurisdiction over all 
her subjects in Manchuria, and maintains 
consular police throughout the country. 

These facts must be considered by those 
who debate the issues. It is a fact that 
without a declaration of war a large area 
of what was indisputably the Chinese ter- 
ritory has been forcibly seized and occu- 
—_ by the armed forces of Japan, and 

as in consequence of this operation been 
separated from and declared independent 
of the rest of China. 

The steps by which this was accom- 
plished are claimed by Japan to have 
been consistent with the obligations of 
the Covenant of the League of Nations, 
the Kellogg Pact and the Nine-Power 
Treaty of Washington, all of which were 
designed to prevent action of this kind. 
Moreover, the operation which had only 
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just begun when the matter was first 
brought to the notice of the League was 
completed during the following months 
and is held by the Japanese Government 
to be consistent with the assurances given 
by their representative at Geneva on 
Sept. 30 and Dec. 10. 

The justification in this case has been 
that all the military operations have been 
legitimate acts of self-defense, the right 
of which is implicit in all the multilateral 
treaties mentioned above, and was not 
taken away by any of the resolutions of 
the Council of the League. Further, the 
administration which has been substi- 
tuted for that of China in the three prov- 
inces is justified on the grounds that its 
establishment was the act of the local 
population who, by a spontaneous asser- 
tion of their independence, have severed 
all connection with China and established 
their own government. 

Such a genuine independence move- 
ment, it is claimed, is not prohibited by 
any international treaty or by any of the 
resolutions of the Council of the League 
of Nations, and the fact of its having 
taken place has profoundly modified the 
application of the Nine-Power treaty and 
entirely altered the whole character of 
the problem being investigated by the 
League. 

It is this plea of justification which 
makes this particular conflict at once so 
complicated and so serious. It is not the 


function of our commission to argue the 
issue, but we have tried to provide suf- 


ficient material to enable the League of 
Nations to settle the dispute consistently 
with the honor, dignity and national in- 
terest of both fhe contending parties. 
Criticism alone will not accomplish this: 
there must also be practical efforts at 
conciliation. 

We have been at pains to find out the 
truth regarding past events in Man- 
churia, and to state it frankly; we recog- 
nize that this is only part, and by no 
means the most important part, of our 
work. We have throughout our mission 
offered to the governments of both coun- 
tries the help of the League of Nations 
in composing their differences, and we 
conclude it by offering to the League our 
suggestions for securing, consistently 
with justice and with peace, the perma- 
nent interests of China and Japan in 
Manchuria. 


UNSATISFACTORY SUGGESTIONS OF 
SETTLEMENTS 


(1) Restoration of the Status Quo 
Ante—It must be clear from everything 
that we have already said that a mere 
restoration of the status quo ante would 
be no solution. Since the present conflict 
arose out of the conditions prevailing be- 
fore last September, to restore these con- 
ditions would merely be to invite a repe- 
tition of the trouble. It would be to treat 
the whole question theoretically and to 
leave out of account the realities of the 
situation. 

(2). The Maintenance of “‘Manchukuo’’ 
—From what we have said in the two pre- 
ceding chapters, the maintenance and rec- 
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ognition of the present régime in Man- 
churia would be equally unsatisfactory. 
Such a solution does not appear to us 
compatible with the fundamental princi- 
ples of existing international obligations, 
nor with the good understanding between 
the two countries upon which peace in 
the Far East depends. 

It is opposed to the interests of China. 
It disregards the wishes of the people 
of Manchuria and it is at least question- 
able whether it would ultimately serve 
the permanent interests of Japan. 

About the feelings of the people of Man- 
churia toward the present régime there 
can really be no doubt; and China would 
not voluntarily accept as a lasting solu- 
tion the complete separation of her three 
Eastern provinces. The analogy of the 
distant province of Outer Mongolia is not 
an entirely pertinent one, as Outer Mon- 
golia is bound to China by no strong eco- 
nomic or social ties, and is sparsely in- 
habited by a population which is mainly 
non-Chinese. The situation in Manchuria 
is radically different from that in Outer 
Mongolia. 

The millions of Chinese farmers now 
settled permanently on the land have 
made Manchuria in many respects a sim- 
ple extension of China south of the Wall. 
The three Eastern provinces have become 
almost as Chinese in race, culture and 
national sentiment as the neighboring 
provinces of Hopei and Shantung, from 
which most of the immigrants came. 

Apart from this, past experience has 
shown that those who control Manchuria 
have exercised a considerable influence 
on the affairs of the rest of China—at 
least of North China—and possess un- 
questionable strategic and political ad- 
vantages. To cut off these provinces 
from the rest of China, either legally or 
actually, would be to create for the future 
a serious irredentist problem which would 
endanger peace by keeping alive the 
hostility of China and rendering probable 
the continued boycott of Japanese goods. 

The commission received from the Jap- 
anese Government a clear and valuable 
statement of the vital interests of their 
country in Manchuria. Without exagger- 
ating the economic dependence of Japan 
on Manchuria beyond the limits ascribed 
to it in a previous chapter, and certainly 
without suggesting that economic rela- 
tionship entitles Japan to control the eco- 
nomic, still less the political development 
of those provinces, we recognize the great 
importance of Manchuria in the economic 
development of Japan. 

Nor do we consider unreasonable her 
demand for the establishment of a stable 
government which would be capable of 
maintaining the order necessary for the 
economic development of the country. 
But such conditions can only be securely 
and effectively guaranteed by an admin- 
istration which is in conformity with the 
wishes of the population and which takes 
full account of their feelings and aspira- 
tions. And equally is it only in an atmos- 
phere of external confidence and inter- 
nal peace, very different from that now 
existing in the Far East, that the capital 
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which is necessary for the rapid eco- 
nomic development of Manchuria will be 
forthcoming. 

In spite of the pressure of increasing 
overpopulation, the Japanese have not 
as yet fully utilized their existing facili- 
ties for emigration, and the Japanese 
Government has not hitherto contemplated 
a large emigration of their people to 
Manchuria. But the Japanese do look to 
further industrialization as a means to 
cope with the agrarian crisis and with 
the population problem. 

Such industrialization would require 
further economic outlets, and the only 
large and relatively sure markets that 
Japan can find are in Asia and particu- 
larly in China. Japan requires not only 
the Manchurian but the whole Chinese 
market, and the rise in the standard of 
living which will certainly follow the 
consolidation and modernization of China 
should stimulate trade and raise the pur- 
chasing power of the Chinese market. 

This economic rapprochement between 
Japan and China, which is of vital inter- 
est to Japan, is of equal interest to China, 
for China would find that a closer eco- 
nomic and technical collaboration with 
Japan would assist her in her primary 
task of national reconstruction. China 
could assist this rapprochement by re- 
straining the more intolerant tendencies 
of her nationalism and by giving effective 
guarantees that as soon as cordial rela- 
tions were re-established the practice of 
organized boycotts would not be revived. 

Japan, on her side, could facilitate this 
rapprochement by renouncing any at- 
tempt to solve the Manchuria problem 
by isolating it from the problem of her 
relations with China as a whole, in such 
a way as to make impossible the friend- 
ship and collaboration of China. 

It may, however, be less economic con- 
siderations than anxiety for her own Se- 
curity which has determined the actions 
and policy of Japan in Manchuria. It is 
especially in this connection that her 
statesmen and military authorities are 
accustomed to speak of Manchuria as 
“the lifeline of Japan.’’ One can sympa- 
thize with such anxieties and try to ap- 
preciate the actions and motives of those 
who have to bear the heavy responsibility 
of securing the defense of their country 
against all eventualities. 

While acknowledging the interest of 
Japan in preventing Manchuria from 
serving as a base of operations directed 
against her own territory, and even her 
wish to be able to take all appropriate 
military measures if in certain circum- 
stances the frontiers of Manchuria should 
be crossed by the forces of a foreign 
power, it may still be questioned whether 
the military occupation of Manchuria for 
an indefinite period, involving, as it must, 
a heavy financial burden, is really the 
most effective way of insuring against 
this external danger; and whether, in the 
event of aggression having to be resisted 
in this way, the Japanese troops in Man- 
churia would not be seriously embar- 
rassed if they were surrounded by a 
restive or rebellious population backed 
by a hostile China. 
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It is surely in the interest of Japan to 
consider also other possible solutions of 
the problem of security, which would be 
more in keeping with the principles on 
which rests the present peace organiza- 
tion of the world, and analogous to ar- 
rangements concluded by other great 
powers in various parts of the world. She 
might even find it possible, with the sym- 
pathy and good-will of the rest of the 
world and at no cost to herself, to obtain 
better security than she will obtain by 
the costly method she is at present 
adopting. 


INTERNATIONAL INTERESTS 


Apart from China and Japan, other 
powers of the world have also important 
interests to defend in this Sino-Japanese 
conflict. We have already referred to ex- 
isting multilateral treaties, and any real 
and lasting solution by agreement must 
be compatible with the stipulations of 
those fundamental agreements, on which 
is based the peace organization of the 
world. 

The considerations which actuated the 
representatives of the powers at the 
Washington conference are still valid. 
It is quite as much in the interests of 
the powers now as it was in 1922 to assist 
the reconstruction of China and to main- 
tain her sovereignty and her territorial 
and administrative integrity as _ indis- 
pensable to the maintenance of peace. 

Any disintegration of China might lead, 
perhaps rapidly, to serious international 
rivalries, which would become all the 
more bitter if they should happen to 
coincide with rivalries between divergent 
social systems. 

Finally, the interests of peace are the 
same the world over. Any loss of confi- 
dence in the application of the principles 
of the Covenant and of the Pact of Paris 
in any part of the world diminishes the 
value and efficacy of those principles 
everywhere. 


INTERESTS OF U. S. S. R. 


The commission has not been able to 
obtain direct information as to the ex- 
tent of the interests of the U. S. S. R. 
[Soviet Russia] in Manchuria, nor to as- 
certain the views of the government of 
the U. S. S. R. on the Manchurian ques- 
tion. But even without sources of direct 
information it cannot overlook the part 
played by Russia in Manchuria nor the 
important interests which the U. S. S. R. 
have in that region as owners of the 
Chinese Eastern Railway, and of terri- 
tory beyond its north and northeast 
frontiers. 

It is clear that any solution of the 
problem of Manchuria which ignored the 
important interests of the U. S. S. R. 
would risk a future breach of the peace 
and would not be permanent. 


CoNCLUSIONS 


These considerations are sufficient to 
indicate the lines on which a solution 
might be reached if the governments of 
China and Japan could recognize the 
identity of their chief interests and were 
willing to make them include the main- 
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tenance of peace and the establishment 
of cordial relations with each other. As 
already stated, there is no question of 
returning to the conditions before Sep- 
tember, 1931. A satisfactory régime for 
the future might be evolved out of the 
present one without any violent change. 
In the next chapter we offer certain sug- 
estions for doing this, but we would first 
define the general principles to which 
any satisfactory solution should conform. 
They are the following: 


CONDITIONS OF A SATISFACTORY SOLUTION 


1. Compatibility with the interests of 
both China and Japan—Both countries 
are members of the League and each is 
entitled to claim the same consideration 
from the League. A solution from which 
both did not derive benefit would not be 
a gain to the cause of peace. 

2. Consideration for the “imterests of 
U. 8S. S. R.—To make peace between two 
of the neighboring countries without re- 
gard for the interests of the third would 
be neither just nor wise, nor in the in- 
terests of peace. 

3. Conformity with existing multilateral 
treaties—Any solution should conform to 
the provisions of the Covenant of the 
League of Nations, the Pact of Paris and 
the Nine-Power treaty of Washington. 

4, Recognition of Japan’s interests in 
Manchuria—The rights and interests of 
Japan in Manchuria are facts which can- 
not be ignored, and any solution which 
failed to recognize them and to take into 
account also the historical associations 
of Japan with that country would not be 
satisfactory. 

5. The establishment of new treaty re- 
lations between China and Japan—A re- 
statement of the respective rights, in- 
terests and responsibilities of both coun- 
tries in Manchuria in new treaties, which 
shall be part of the settlement by agree- 
ment, is desirable if future friction is to 
be avoided, and mutual confidence and 
cooperation is to be restored. 

6. Effective provision for the settlement 
of future disputes—As a corollary to the 
above, it is necessary that provision 
should be made for facilitating the 
prompt settlement of minor disputes as 
they arise. 

7. Manchurian autonomy—The govern- 
ment in Manchuria should be modified 
in such a way as to secure, consistently 
with the sovereignty and administrative 
integrity of China, a large measure of 
autonomy designed to meet the local con- 
ditions and special characteristics of the 
Three Provinces. The new civil régime 
must be so constituted and conducted as 
to satisfy the essential requirements of 
good government. 

8. Internal order and security against 
external aggression—The internal order 
of the country should be secured by an 
effective local gendarmerie force, and se- 
curity against external aggression should 
be provided by the withdrawal of all 
armed forces other than gendarmerie and 
by the conclusion of a treaty of non- 
a between the countries inter- 
ested, 
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9. Encouragement of an Economic Rap- 
prochement Between China and Japan— 
For this purpose a new commercial treaty 
between the two countries is desirable. 
Such a treaty should aim at placing on an 
equitable basis the commercial relations 
between the two countries and bringing 
them into conformity with their improved 
political relations. 

10. International Cooperation in Chi- 
nese Reconstruction—Since the present 
political instability in China is an ob- 
stacle to friendship with Japan and an 
anxiety to the rest of the world, as the 
maintenance of peace in the Far East 
is a matter of international concern; and 
since the conditions enumerated above 
cannot be fulfilled without a _ strong 
control government in China, the final 
requisite for a satisfactory solution is 
temporary international cooperation in 
the internal reconstruction of China, as 
suggested by the late Dr. Sun Yat Sen. 


RESULTS WHICH WovuLD FoLLow FrRoM THE 
FULFILLMENT OF THESE CONDITIONS 


If the present situation could be modi- 
fied in such a way as to satisfy these 
conditions, and embody these ideas, 
China and Japan would have achieved a 
solution of their difficulties which might 
be made the starting point of a new era 
of close understanding and political co- 
operation between them. If such a 
rapprochement is not secured, no solu- 
tion, whatever its terms, can really be 
fruitful. Is it really impossible to con- 
template such a new relationship even 
in this hour of crisis? 

Young Japan is clamorous for strong 
measures in China and a policy of thor- 
oughness in Manchuria. Those who 
make these demands are tired of the 
delays and pin-pricks of the pre-Sep- 
tember period; they are impetuous, and 
impatient to gain their end. But even 
in Japan appropriate means must be 
found for the attainment of every end. 

After making the acquaintance of some 
of the more ardent exponents of this 
“‘positive’’ policy, and those especially 
who, with undoubted idealism and great 
personal devotion, have constituted them- 
selves the pioneers of a delicate under- 
taking in the ‘‘Manchukuo”’ régime, it is 
impossible not to realize that at the heart 
of the problem for Japan lies her anxiety 
concerning the political development of 
modern China, and the future to which it 
is tending. 

This anxiety has led to action with the 
object of controlling that development 
and steering its course in directions 
which will secure the economic interests 
of Japan and satisfy strategic require- 
ments for the defense of her empire. 

Japanese opinion is nevertheless vague- 
ly conscious that it is no longer practic- 
able to have two separate policies, one 
for Manchuria and one for the rest of 
China. Even with her Manchurian in- 
terests as a goal, therefore, Japan might 
recognize and welcome sympathetically 
the renaissance of Chinese national senti- 
ment; might make friends with it, guide 
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it in her direction and offer it support, 
if only to insure that it does not seek 
support elsewhere. 

In China, too, as thoughtful men have 
come to recognize that the vital problem, 
the real national problem, for their coun- 
try is the reconstruction and moderniza- 
tion of the State, they cannot fail to 
realize that this policy of reconstruction 
and modernization, already initiated with 
so much promise of success, necessitates 
for its fulfillment the cultivation of 
friendly relations with all countries, and 
above all with that great nation which is 
their nearest neighbor. 

China needs, in political and economic 
matters, the cooperation of all the lead- 
ing powers, but especially valuable to 
her would be the friendly attitude of the 
Japanese Government and the economic 
cooperation of Japan in Manchuria. All 
the other claims of her newly awakened 
nationalism—legitimate and urgent though 
they may be—should be subordinate to 
this one dominating need for the effec- 
tive internal reconstruction of the State. 


CHAPTER X 


CONSIDERATIONS AND SUGGESTIONS TO THE 
CouUNCIL—SUGGESTIONS TO FACILITATE 
A FINAL SOLUTION 


It is not the function of the commission 
to submit directly to the Governments of 
China and Japan recommendations for 
the solution of the present dispute. But, 
in order ‘‘to facilitate the final solution 


of existing causes of dispute between the 
two countries,’’ to quote the words used 


by M. Briand when explaining to the 
Council the text of the resolution which 
originated the commission, we now offer 
to the League of Nations, as the result 
of our studies, suggestions designed to 
help the appropriate organ of the League 
to draw up definite proposals for submis- 
sion to the parties to the dispute. 

It should be understood that these sug- 
gestions are intended as an illustration 
of one way in which the conditions we 
have laid down in the preceding chap- 
ter might be met. They are mainly con- 
cerned with broad principles; they leave 
many details to be filled in and are sus- 
ceptible of considerable modification by 
the parties to the dispute if they are will- 
ing to accept some solution on these 
lines. 

Even if the formal recognition of ‘‘Man- 
chukuo’”’ by Japan should take place be- 
fore the report is considered in Geneva— 
an eventuality which we cannot ignore— 
we do not think that our work will have 
been rendered valueless. We _ believe 
that in any case the Council would find 
that our report contains suggestions 
which would be helpful for its decisions 
or for its recommendations to the two 
great powers concerned, with the object 
of satisfying their vital interests in Man- 
churia. 

It is with this object that, whilst bear- 
ing in mind the principles of the League 
of Nations, the spirit and letter of the 
treaties concerning China and the gen- 
eral interests of peace, we have not over- 
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looked existing realities, and have taken 
account of the administrative machinery 
existing and in process of evolution in 
the Three Eastern Provinces. 

It would be the function of the Counci] 
in the paramount interest of world peace, 
whatever may be the eventuality, to de- 
cide how the suggestions made in our re- 
port may be extended and applied to 
events which are still developing from 
day to day; always with the object of se- 
curing a durable understanding between 
China and Japan by utilizing all the 
sound forces, whether in ideals or per- 
sons, whether in thought or action, 
—- are at present fermenting in Man- 
churia. 


INVITATION TO THE Parties To Discuss 
SETTLEMENT 


We suggest in the first place that the 
Council of the League should invite the 
Governments of China and Japan to dis- 
cuss a solution of their dispute on the 
lines indicated in the last chapter. 


AN ADvISoRY CONFERENCE 


If the invitation is accepted, the next 
step would be the summoning as soon as 
possible of an Advisory Conference to 
discuss and to recommend detailed pro- 
posals for the constitution of a special 
régime for the administration of the 
Three Eastern Provinces. 

Such conference, it is suggested, might 
be composed of representatives of the 
Chinese and Japanese Governments and 
of two delegations representing the local 
population, one selected in a manner to 
be prescribed by the Chinese Government 
and one selected in a manner to be pre- 
scribed by the Japanese Government. If 
agreed by the parties, the assistance of 
neutral observers might be secured. 

If the conference were unable to reach 
agreement on any particular point, it 
would submit to the Council the points 
of difference, and the Council would then 
attempt to secure an agreed settlement 
on these points. 

Simultaneously with the sitting of the 
Advisory Conference, the matters at is- 
sue between Japan and China relating to 
respective rights and interests should be 
discussed separately, in this case also, 
if so agreed, with the help of neutral ob- 
servers. 

Finally, we suggest that the results of 
these discussions and negotiations should 
be embodied in four separate instru- 
ments: 

1. A declaration by the Government of 
China constituting a special administra- 
tion for the Three Eastern Provinces, in 
the terms recommended by the Advisory 
Conference. ; 

2. A Sino-Japanese treaty dealing with 
Japanese interests. . 

3. A Sino-Japanese treaty of concilia- 
tion and arbitration, non-aggression and 
mutual assistance. 

4. A Sino-Japanese commercial treaty. 


It is suggested that, before the meeting 
of the Advisory Conference, the broad 
outlines of the form of administration to 
be considered by that body should be 
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agreed upon between the parties, with 
the assistance of the Council. Among 
the matters to be considered at that 
stage are the following: 


The place of meeting of the Advisory 
Conference, the nature of the representa- 
tion and whether or not neutral observ- 
ers are desired; 

The principle of the maintenance of 
the territorial and administrative integ- 
rity of China and the grant of a large 
measure of autonomy to Manchuria; 

The policy of creating a special gen- 
darmerie as the sole method of maintain- 
ing internal order; ; 

The principle of settling the various 
matters in dispute by means of the sep- 
arate treaties suggested; 

The grant of an amnesty to all those 
who have taken part in the recent po- 
litical developments in Manchuria. 

When once these broad principles have 
been agreed upon beforehand, the fullest 
possible discretion as regards the details 
would be left to the representatives of 
the parties at the Advisory Conference 
or when negotiating the treaties. Fur- 
ther reference to the Council of the 
League of Nations would only take place 
in the event of failure to agree. 


ADVANTAGES CLAIMED FOR THE PROCEDURE 


Among the advantages of this pro- 
cedure, it is claimed that, while it is con- 
sistent with the sovereignty of China, it 
will enable effective and practical meas- 
ures to be taken to meet the situation in 
Manchuria as it exists today, and at the 


same time allow for such modifications 
hereafter as the changes in the internal 
situation in China may warrant. 

Notice, for instance, has been taken in 
this report of certain administrative and 
fiscal changes which have either been 
proposed or actually carried out in Man- 
churia recently, such as the reorganization 
of provincial governments, the creation of 
a central bank, the employment of foreign 
advisers. 

These features might be with advantage 
retained by the Advisory Conference. The 
presence at the conference of representa- 
tives of the inhabitants of Manchuria, 
selected in some such way as we have 
suggested, should also facilitate the pas- 
sage from the present to the new régime. 

The autonomous régime contemplated 
for Manchuria is intended to apply to the 
three provinces of Liaoning (Fengtien), 
Kirin and Heilungkiang only. The rights 
at present enjoyed by Japan in_ the 
Province of Jehol (Eastern Inner Mon- 
golia) would be dealt with in the treaty 
on the subject of Japanese interests. 

The four instruments can now be con- 
sidered seriatim: 


1. THE DECLARATION 


The final proposals of the Advisory 
Conference would be submitted to the 
Chinese Government, and the Chinese 
Government would embody them in a 
declaration which would be transmitted 
to the League of Nations and to the sig- 
natory powers of the Nine-Power treaty. 
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The members of the League and the 
signatory of the Nine-Power treaty would 
take note of this declaration, which would 
be stated to have for the Chinese Govern- 
ment the binding character of an inter- 
national engagement. 

The conditions under which subsequent 
revision of the declaration, if required, 
might take piace would be laid down in 
the declaration itself as agreed to in 
accordance with the procedure suggested 
hereabove. 

The declaration would distinguish be- 
tween the powers of the Central Govern- 
ment of China in the three Eastern 
provinces and those of the autonomous 
local government. 


Powers To Be RESERVED TO THE CENTRAL 
GovERNMENT 


It is suggested that the powers to be 
reserved to the Central Government 
should -be the following: 


1. The control of general treaty and 
foreign relations not otherwise provided 
for; it being understood that the Central 
Government would not enter into any 
international engagements inconsistent 
with the terms of the declaration. 

2. The control of the customs, the post- 
office and the salt gabelle, and possibly 
of the administration of the stamp duty 
and the tobacco and wine taxes. The 
equitable division between the Central 
Government and the Three Eastern Prov- 
inces of the net income from these 
revenues would be determined by the 
Advisory Conference. 

3. The power of appointment, at least 
in the first instance, of the chief execu- 
tive of the government of the Three East- 
ern Provinces in accordance with the 
procedure to be laid down in the declara- 
tion. Vacancies would be filled in the 
same way, or by some system of selection 
in the Three Eastern Provinces, to be 
agreed upon by the Advisory Conference 
and inserted in the declaration. 

4. The power of issuing to the chief 
executive of the Three Eastern Provinces 
such instructions as might be necessary 
to insure the carrying out of the interna- 
tional engagements entered into by the 
Central Government of China in matters 
under the administration of the autono- 
mous government of the Three Eastern 
Provinces. 

5. Any additional powers agreed upon 
by the conference. 


POWERS OF THE LOCAL GOVERNMENT 


All other powers would be vested in the 
autonomous government of the Three 
Eastern Provinces. 


EXPRESSION OF LocAL OPINION 


Some practical system might be devised 
to secure an expression of the opinion of 
the people on the policy of the govern- 
ment, possibly through the traditional 
agency of the chambers of commerce, 
guilds and other civil organizations. 


MINORITIES 
Some provision should also be made to 
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safeguard the interests of White Rus- 
sians and other minorities. 


GENDARMERIE 


It is suggested that a special gendar- 
merie should be organized, with the col- 
laboration of foreign instructors, which 
would be the only armed force within the 
Three Eastern Provinces. The organiza- 
tion of the gendarmerie should either be 
completed within a period to be specified 
in advance, or the time of its completion 
should be determined in accordance with 
a procedure to be laid down in the declar- 
ation. As this special corps would be 
the only armed force in the territory of 
the Three Eastern Provinces, its organi- 
zation, when completed, should be fol- 
lowed by the retirement from this terri- 
tory of all other armed forces, including 
any special bodies of police or railway 
guards, whether Chinese or Japanese. 


FOREIGN ADVISERS 


An adequate number of foreign advisers 
would be appointed by the chief execu- 
tive of the autonomous government, of 
whom a substantial proportion should be 
Japanese. The details would be worked 
out by the procedure described above and 
would be stated in the declaration. Na- 
tionals of small States, as well as of the 
great powers, would be eligible. 

The appointment of two foreigners of 
different nationalities to have supervision 
of (1) the constabulary, and (2) the fis- 
cal administration, would be made by the 
chief executive from a panel submitted 
by the Council of the League. These two 
officials would have extensive powers dur- 
ing the period of organization and trial 
of the new régime. The powers of the 
—" would be defined in the declara- 

ion. 

The appointment of one foreigner as a 
general adviser to the central bank of 
the Three Eastern Provinces would be 
made by the chief executive from a panel 
submitted by the board of directors of 
the Bank for International Settlements. 

The employment of foreign advisers 
and officials is in conformity with the 
policy of the founder of the Chinese Na- 
tionalist party, and with that of the 
present National Government. It will 
not, we hope, be difficult for Chinese 
opinion to recognize that the actual situa- 
tion and the complexity of the foreign 
interests, rights and influences in these 
provinces require special measures in the 
interests of peace and good government. 

But it cannot be too strongly empha- 
sized that the presence of the foreign ad- 
visers and officials here suggested, 
including those who during the period of 
the organization of the new régime 
must exercise exceptionally wide powers, 
merely represents a form of international 
cooperation. They must be selected in a 
manner acceptable to the Chinese Gov- 
ernment and one which is consistent with 
the sovereignty of China. 

When appointed they must regard them- 
selves as the servants of the government 
meres them, as has always been the 
case in the past with the foreigners em- 
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ployed in the customs and postal admin- 
istration or with the technical organiza- 
tions of the League that have collaborated 
with China. In this connection the follow- 
ing passage in the speech of Count 
Uchida in the Japanese Diet on Aug. 25 
1932, is of interest: , 

“Our own government since the Meiji 
restoration have employed many for- 
eigners as advisers or as regular offi- 
cials; their number, for instance, in the 
year 1875 or thereabout exceeded 500.” 

The point must also be stressed that 
the appointment of a relatively large 
number of Japanese advisers in an 
atmosphere of Sino-Japanese cooperation 
would enable such officials to contribute 
the training and knowledge specially 
suited to local conditions. The goal to be 
kept in view throughout the period of 
transition is the creation of a civil ser- 
vice composed entirely of Chinese who 
will ultimately make the employment of 
foreigners unnecessary. 


2. THE SINO-JAPANESE TREATY 
DEALING WITH JAPANESE INTERESTS 


Full discretion would, of course, be left 
to those who will negotiate the three sug- 
gested treaties between China and Japan, 
but it may be useful to indicate the mat- 
ters with which it is suggested that they 
should deal. 

The treaty dealing with Japanese in- 
terests in the Three Eastern Provinces 
and with some Japanese interests in the 
province of Jehol would have to deal 


principally with certain economic rights 
of Japanese nationals and with railway 
questions. 


AIMS OF THE TREATY 


The aims of this treaty should be: 


1. The free participation of Japan in 
the economic development of: Manchuria, 
which would not carry with it a right to 
control the country either economically 
or politically. 

2. The continuance in the province of 
Jehol of such rights as Japan now enjoys 
there. 

3. An extension to the whole of Man- 
churia of the right to settle and lease 
land, coupled with some modification of 
the principle of extraterritoriality. 

4. An agreement regarding the opera- 
tion of the railways. 


JAPANESE RIGHTS OF SETTLEMENT 


Hitherto the rights of settlement of 
Japanese nationals have been confined to 
South Manchuria, though no definite 
boundary line between North and South 
Manchuria has ever been fixed, and to 
Jehol. These rights have been exercised 
under conditions which China found un- 
acceptable, and this caused continued 
friction and conflicts. 

Extraterritorial status as regards taxa- 
tion and justice was claimed both for the 
Japanese and the Koreans, and in the 
case of the latter there were special stip- 
ulations which were ill-defined and the 
subject of disputes. From evidence given 
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pefore the commission we have reason to 
pelieve that China would be willing to 
extend to the whole of Manchuria the 
present limited right of settlement, pro- 
vided it was not accompanied by extra- 
territorial status, the effect of which, it 
was claimed, would be to create a Japa- 
nese State in the heart of a Chinese ter- 
ritory. 

It is obvious that the right of settle- 
ment and extraterritoriality are closely 
associated. It is, however, equally clear 
that the Japanese would not consent to 
abandon their extraterritorial status until 
the administration of justice and finance 
had reached a very much higher standard 
than has hitherto prevailed in Manchuria. 

Two methods of compromise have sug- 
gested themselves. One is that the exist- 
ing rights of settlement, accompanied by 
extraterritorial status, should be main- 
tained, and that such rights should be ex- 
tended both to Japanese and Koreans in 
North Manchuria and Jehol without ex- 
traterritorial status. The other is that 
the Japanese should be granted the right 
to settle anywhere in Manchuria and 
Jehol with extraterritorial status, and 
that the Koreans should have the same 
rights without extraterritorial status. 

Both proposals have some advantages 
to recommend them and both have rather 
serious objections. It is obvious that the 
most satisfactory solution of the problem 
is to make the administration of these 
provinces so efficient that extraterritorial 
status will no longer be desired. 

It is with this object that we recom- 
mend that at least two foreign advisers, 
one of whom should be of Japanese na- 
tionality, should be attached to the Su- 
preme Court, and other advisers might 
with advantage be attached to other 
courts. The opinions of these advisers 
might be made public in all cases in 
which the courts were called upon to 
adjudicate on matters in which foreign 
nationals were involved. 

We also think that in the period of re- 
organization some foreign supervision of 
the administration of finance is desirable, 
and, in dealing with the declaration, we 
2. eee some suggestions to that 
effect. 

A further safeguard would be provided 
by the establishment, under the Treaty 
of Conciliation, of an arbitration tribunal 
to deal with any complaints which the 
Chinese or Japanese Governments might 
bring in their own names or in those of 
their nationals. 


The decision of this complicated and 
difficult question must rest with the par- 
ties negotiating the treaty, but the pres- 
ent system of foreign protection, when 
applied to a minority group as numerous 
as the Koreans, who are, moreover, in- 
creasing in number, and who live in such 
close touch with the Chinese population, 
is bound to produce many occasions of 
Irritation, leading to local incidents and 
foreign intervention. In the interests of 
Peace it is desirable that this fruitful 
Source of friction should be removed. 

Any extension of the rights of settle- 
ment in the case of Japanese would apply 
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on the same conditions to the nationals 
of all other powers which enjoy the bene- 
fits of a ‘‘most favored nation’’ clause, 
provided that those powers whose na- 
tionals enjoy extraterritorial rights enter 
into a similar treaty with China. 


RarLwars 


As regards railways, it has been pointed 
out in Chapter III that there has been 
little or no cooperation in the past be- 
tween the Chinese and Japanese railway 
builders and authorities directed to 
achieving a comprehensive and mutually 
beneficial railway plan. It is obvious that 
if future friction is to be avoided, provi- 
sions must be made in the treaty at pres- 
ent under discussion for bringing to an 
end the competitive system of the past, 
and substituting a common understand- 
ing as regards freights and tariffs on 
the various systems. 

The subject is discussed in the special 
Study No. 1, annexed to this report. In 
the opinion of the commission there are 
two possible solutions, which could be 
considered either as alternatives or as 
stages to one final solution. The first, 
which is the more limited in scope, is a 
working agreement between the Chinese 
and Japanese railway administrations, 
which would facilitate their cooperation. 

China and Japan might agree to man- 
age their respective railway systems in 
Manchuria on the principle of coopera- 
tion, and a joint Sino-Japanese Railway 
Commission, with at least one foreign ad- 
viser, might exercise functions analogous 
to those of boards which exist in some 
other countries. A more thorough remedy 
would be provided by an amalgamation 
of the Chinese and Japanese railway in- 
terests. Such an amalgamation, if it 
could be agreed upon, would be the true 
mark of that Sino-Japanese economic 
collaboration, to secure which is one of 
the objects of this report. 


While safeguarding the interests of 
China, it would place at the disposal of 
all the railways in Manchuria the benefit 
of the great technical experience of the 
South Manchuria Railway and could be 
evolved without difficulty from the sys- 
tem which has been applied to the rail- 
ways of Manchuria in the last few 
months. It might even pave the way in 
the future to some wider international 
agreement which might include the 
Chinese Eastern Railway. 

Though a fairly detailed description of 
such an amalgamation is to be found in 
the appendix as an example of the sort 
of thing that might be done, only direct 
negotiations between the parties could 
evolve a detailed scheme. Such a solu- 
tion of the railway question would make 
the South Manchuria Railway a purely 
commercial enterprise, and the security 
provided by the special corps of gendar- 
merie, when once this body was fully 
organized, would enable the railway 
guards to be withdrawn, thus saving a 
considerable item of expense. 

If this is done, it would be well that 
special land regulations and a_ special 
municipal administration should previ- 
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ously be instituted in the railway area in 
order to safeguard the vested interests 
of the South Manchuria Railway and of 
Japanese nationals. 

If a treaty on these lines could be 
agreed upon, a legal basis for Japanese 
rights in the Three Eastern Provinces 
and in Jehol would have been found 
which would be at least as beneficial to 
Japan as the present treaties and agree- 
ments, and one which would be more ac- 
ceptable to China. China might then find 
no difficulty in recognizing all the defi- 
nite grants made to Japan by such 
treaties and agreements as those of 1915, 
unless abrogated or modified by the new 
treaty. All minor rights claimed by 
Japan, the validity of which may be open 
to dispute, should be the subject of agree- 
ment. In case of disagreement resort 
should be made to the procedure outlined 
in the Treaty of Conciliation. 


3. THE SINO-JAPANESE TREATY OF 
CONCILIATION, NON-AGGRESSION 
AND MUTUAL ASSISTANCE 


It is not necessary to describe in any 
detail the subject matter of this treaty, 
of which there are many precedents and 
existing examples. 

Such a treaty would provide for a board 
of conciliation whose functions would be 
to assist in the solution of any difficulties 
as they arise between the governments 
of China and Japan. It would also estab- 
lish an arbitration tribunal composed of 
persons with judicial experience and the 
necessary knowledge of the Far East. 
This tribunal would deal with any dis- 
putes between the Chinese and Japanese 
Governments regarding the interpretation 
of the declaration or of the new treaties 
and with such other categories of disputes 
as might be specified in the Treaty of 
Conciliation. 

Finally, in conformity with the pro- 
visions for non-aggression and mutual 
assistance inserted in the treaty, the con- 
tracting parties should agree that Man- 
churia should gradually become a demili- 
tarized area. With this object it would be 
provided that after the organization of 
the gendarmerie had been effected any 
violation of the demilitarized territory by 
either of the parties or by a third party 
would constitute an act of aggression 
entitling the other party, or both parties 
in the case of a third party attack, to 
take whatever measures might be deemed 
advisable to defend the demilitarized 
territory without prejudice to the right 
of the Council of the League to take 
action under the Covenant. 

If the Government of the U. S. S. R. 
desired to participate in the non-aggres- 
sion and mutual-assistance section of 
such a treaty the appropriate clauses 
could be embodied in a separate tripartite 
agreement. 


4, SINO-JAPANESE COMMERCIAL 
TREATY 


The commercial treaty would naturally 
have as its object the establishment of 
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conditions which would encourage as 
much as possible the exchange of goods 
between China and Japan, while safe- 
guarding the existing treaty rights of 
other countries. This treaty should also 
contain an undertaking by the Chinese 
Government to take all measures within 
its power to forbid and repress organized 
boycott movements against Japanese 


trade, without prejudice to the individual 
rights of Chinese consumers. 


COMMENTS 


The above suggestions and considera- 
tions regarding the objects of the pro- 
posed declaration and treaties are sub- 
mitted for the consideration of the Coun- 
cil of the League. Whatever may be the 
details of future agreements, the essential 
point is that negotiations should be begun 
as soon as possible and should be con- 
ducted in a spirit of mutual confidence, 

Our work is finished. 

Manchuria for a year past has been 
given over to strife and turmoil. 

The population of a large, fertile and 
rich country has been subjected to con- 
ditions of distress such as it has probably 
never experienced before. 

The relations between China and Japan 
are those of war in disguise, and the 
future is full of anxiety. 

We have reported the circumstances 
which have created these conditions. 

Every one is fully aware of the gravity 
of the problem which confronts the 
League of Nations and of the difficulties 
of the solution. 

At the moment of concluding our report 
we read in the press two statements by 
the Foreign Ministers of China and Ja- 
pan, from each of which we would ex- 
tract one point of the utmost importance. 

On Aug. 28 Mr. Lo Wen-kan declared at 
Nanking: ‘‘China is confident that any 
reasonable proposal for the settlement of 
the present situation will necessarily be 
compatible with the letter and spirit of 
the Covenant of the League of Nations 
and the anti-war pact, and the Nine-Pow- 
er treaty, as well as with China’s sov- 
ereign power, and will also effectively 
secure a durable peace in the Far East.” 

On Aug. 30 Count Uchida is reported to 
have declared at Tokyo: ‘‘The govern- 
ment considers the question of Sino- 
Japanese relations as more important 
than the question of Manchuria and 
Mongolia.’’ 

We cannot close our report more appro- 
priately than by reproducing here the 
thought underlying these two statements, 
so exactly does it correspond with the 
evidence we have collected, with our own 
study of the problem, and consequently 
with our own convictions, so confident 
are we that the policy indicated by these 
declarations, if promptly and effectively 
applied, could not fail to lead to a satis- 
factory solution of the Manchurian ques- 
tion in the best interests of the two great 
countries of the Far East and of human- 
ity in general. 





